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> Great 
NEW ways 


to improve your 
office operations 


Use the NEW Underwood Sundstrand Payroll Machine 


that produces the most complete yet smallest Pay Statement ever... 
only 314” wide...it eliminates the s-p-r-e-a-d type statement form. 

It simultaneously and automatically selects earnings and deductions 
registers while listing amounts vertically on the Pay Statement and 
horizontally on the Employee’s Earnings Record and Journal (columnar 
form). 

The automatic controls of this ingenious machine print everything 
automatically . .. Date—Check No.—Gross Pay—Net Pay—Taxable 
Earnings—Quarterly Totals— Yearly Totals, etc., without any attention 
from the operator. 

It provides the most complete records beyond that of any present 
standard—The New Underwood Sundstrand brings remarkably new 
advantages to payroll accounting—no other machine like it. 


Typewriters...Adding Machines. ..Accounting 
Machines...Carbon Paper...Ribbons...Punched 


Underwood Card Equipment... Electric Computers 


. One Park A Underwood Limited 
Corporation “tad York 16, N.Y. Toronto 1, Canada 


Sales and Service Everywhere 


Use the NEW Underwood 
**150” Standard Typewriter 


The Underwood “150” is completely new from every 
angle... with everything your operators have ever 
looked for in typing ease and efficiency. 

There’s new Triple Touch Tuning... new Diamond 
Set Margins...a new Color Control Keyboard...a 
wide choice of type styles...and many other new 
features. 

You'll get better letters every time...clear, clean, 
uniform impressions. 

We'll gladly arrange, without obligation, to let your 
secretary try anew Underwood “150” on her own work. 


Use the NEW Underwood 
Sundstrand Adding Machine 


Make figure-facts roll with new Multi-Flex Control 
... available to you only in the new Quiet Underwood 
Sundstrand Adding Machine. 

No matter what kind of figures you want, you'll 
get them faster...with less effort...by using this 
superbly quiet machine. 

New, advanced design, plus the famous Under- 
wood Sundstrand 10-key Touch Method Keyboard, 
brings you these important advantages: 

...greater cycle speed...new Multi-Flex Bar for 
all calculations... multiplication made easier and 
faster ...easier correction of errors with new elec- 
tric correction key. 


Use the coupon below for complete information... 
UNDERWOOD 





Underwood Corporation nai 
One Park Avenue, New York 16, N. Y. 

Please send me complete details on the NEW 
Underwood ‘150’ Standard Typewriter... the NEW 
Underwood Sundstrand Adding Machine... the NEW 
Underwood Sundstrand Payroll Machine. 
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The IAS booklet, ‘‘How to Pre- 
pare for the C. P. A, Examina- 
tion,” is available upon request. 
Address your card or letter to the 
Secretary, LAS... 





How to prepare for 


the CPA Examination 


TAS offers an intensive CPA Coaching Course which 
has produced outstanding results. It is available only 
to competent accountants qualified through training 
and experience to prepare for the CPA examination. 
No attempt is made to teach general accounting; the 
entire course is pointed directly at the CPA examination. 


© The need for special coaching has been well estab- 
lished by innumerable experienced accountants who 
have floundered in the examination room. They knew 
how to make audits but they didn’t know (1) how to 
analyze problems for the purpose of deciding quickly 
the exact requirements, (2) how to solve problems 
quickly, (3) how to construct definitions acceptable to the 
examiners, ot (4) how to decide quickly on proper 
terminology. 


@ The IAS-CPA Coaching Course has been designed 
for busy accountants. The home-study method of tutor- 
ing is ideally suited to CPA examination preparation. 
Maximum use can be made of every available hour. 


@ The text material consists of 20 substantial loose-leaf 
assignments totaling more than 800 pages. It includes 
hundreds of CPA examination problems and questions, 
with solutions supplemented by elaborate explanations 
and comments, working sheets, side calculations, and 
discussions of authoritative opinions. 


@ Written examinations at the end of each assignment 
require solutions to problems of CPA examination 
calibre. These are sent to the school where the grading, 
including personal comments and suggestions, is done 
by members of the IAS Faculty, all of whom are CPA’s. 
Supplementary review material is furnished to those 
who want to ‘“‘brush up”’ on specific accounting sub- 
jects, at no additional cost. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 













Does 


PAPER-WORK_ 


ook for these Symptoms 


to unmask your 


paper-work problems 


@ Too many forms? 

@ Too many clerks? 

@ Unbalanced clerical payroll? 

@ Too many reports? 

@ Desks stacked high with 
papers? 

@ Excessive work duplication? 

@ Lack of uniform procedures? 


Y Controller knows that paper- 

work has multiplied tremendously 

in recent years. He knows that, unlike 

roduction and engineering methods, 

[ too little has been done to modernize 

methods and procedures and reduce 

administrative costs, even though these 
subjects are close to his heart. 


What can YOU do about these problems? 


The best way to solve paper-work 
problems is to obtain the help and 
advice of an expert. The Frank M. 
Knox Company has counselled hun- 
dreds of businesses for over 20 years. 
Specially trained Knox experts will 
survey your procedures and forms. 
They will make recommendations— 
even train your organization to follow 
a streamlined procedure to reduce 

per-work and administrative expense. 
Yet the costs of this service are surpris- 
ingly low. For more information, mail 
the coupon today. 


FRANK M. KNOX CO. INC. 


Consultants to business 
firms for over 2 decades! 


Frank M. Knox Co., Inc. 

1009 Rockwell Avenue 

Cleveland 14, Ohio 

We are interested in receiving more complete 
details about the KNOX PLAN to reduce our 
paper-work and clerical expense. Please send 
this material to: 


PAUL HAASE, Editor 


BENJAMIN R. MAKELA 
Publication Manager 


CEIL SMITH THAYER 
Assistant Editor 


JOHN A. MURPHY 
Advertising Manager 
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FOUR @) TAX HELPS... 


fimely, needed! 


STANDARD FEDERAL TAX REPORTS 

For the man whose responsibilities demand that he have every- 
thing concerning federal taxes affecting business and individual 
taxpayers. Week in, week out, the STANDARD's informative 
issues rush to subscribers complete details on every new twist and 
turn of pertinent federal tax law, as it breaks. Featured are author- 
itative full texts of laws, regulations, rulings, court decisions, 
forms, and related facts and information—all explained and tied 
into the over-all tax picture with helpful, understandable editorial 
comments. Current subscription plan includes 8 “‘bring-you-up- 
to-date’”’ Compilation Volumes and companion Internal Revenue 
Code Volume. 


FEDERAL TAX GUIDE REPORTS 


Edited and produced particularly for Tax Men who must stay 
abreast of unfolding developments concerning federal income 
taxes of the average taxpayer, the ordinary corporation or indi- 
vidual. Swift weekly issues provide quick access to essential facts 
and information—changes in statutes, amendments, regulations, 
decisions, official rulings, and the like. Everything is designed to 
facilitate tax work. Subscription for the GUIDE includes two 
loose leaf Compilation Volumes replete with pertinent law texts, 
regulations, rulings, decisions, explanations, examples, charts, 
tables, check lists. 


PENSION PLAN GUIDE 

Designed for all concerned with drafting, qualifying for federal 
tax exemption, operating and administering employee-benefit 
plans, CCH’s PENSION PLAN GUIDE carefully integrates all 
the controlling authorities to spell out their separate and com- 
bined effects on pension and profit-sharing plans. Makes clear 
the WHAT, HOW, and WHY of statutory and practical require- 
ments that shape and mold private programs. Special features, in 
addition to profit-sharing and pension planning, include:—Group 
Insurance Plans, Executive Compensation Plans, Fringe Benefits, 
Investment of Employee Trust Funds, Payment of Benefits, Guaranteed 
Annual Wages. Everything neatly arranged in one Volume, behind 
quick-finding Tab Guides. 


PAYROLL TAX GUIDE 

For dependable, continuing help in handling the payroll problems 
involved under federal income tax withholding, federal social security 
taxes on employers and employees, federal wage and hour regulatory 
provisions, state and local income tax withholding, and unemployment 
insurance contributions. CCH’s PAYROLL TAX GUIDE spans the 
whole workaday world of pertinent statutes, rulings, regulations, 
decisions, returns, forms, reports and instructions. No law texts, 
no regulations—instead understandable, plain-English explana- 
tions of “payroll law” make everything covered instantly clear 
for sound procedure. Subscription includes encyclopedic Com- 
pilation Volume presenting everything down to date—plus bi- 
weekly releases of all pertinent new developments. 


Write For Further Details 
ERCE, CLEARING, HOUSE, .INC.. 
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PUBLISHERS of TOPICAL LAW RESORTS 


NEW YORK 36 CHICAGO 1 WASHINGTON 4 
522 FIFTH AVE. 214 N. MICHIGAN AVE, 1329 E STREET, N. W. 








MCDONOUGH 


Editors, THE CONTROLLER: 

The April 1954 issue of THE CON- 
TROLLER contained an article “Mute Sys- 
tem and Reporting System Analysis in an 
Accounting Department” by Adrian M. 
McDonough which we found to be of 
great practical value and most timely. The 
author’s evolutional treatment of general 
accounting through cost to the ultimate 
basis for management planning and con- 
trol is very enlightening. The achievement 
of an optimum condition in the reporting 
system in a given corporation will bring 
maximum illumination of operating fac- 
tors for management's planning and con- 
trol function. It seems to us that this same 


ARTICLE PRAISED 


analytical approach can be used with value 
here and that the time is right. 

We are grateful as well for your guide 
to related reading on the subject in previ- 
ous issues of THE CONTROLLER. If there is 
more to Mr. McDonough’s story we hope 
you have it scheduled for early publication. 
Very good! 


RICHARD J. CAREW 
Supervisor, Cost Control 
The Curtis Publishing Company 
Philadelphia, Pa. 
& 

Editors, THE CONTROLLER: 

I have just read the introductory study 
of “Mute System and Reporting System 





IN A JAMISON 


3 BIG BENEFITS 


fo Uou — 


INSURANCE AUDIT 


1. SURVEY OF EXPOSURES TO LOSS 
Particular attention is given to those loss exposures which could 
lead to large uninsured or inadequately insured losses. 


2. PREMIUM SAVINGS AVAILABLE 





The savings in premium available on present policies are fre- 

quently more than sufficient to cover the cost of essential in- 

creases as well as new coverages. 

3. REPORT ON THE ANALYSIS OF POLICIES AND 
COVERAGES 

Our reports point out in layman’s language what is needed to 

make each policy contract broad enough to fully cover all prob- 

able losses. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
270 MADISON AVENUE, NEW YORK 16 








Analysis in an Accounting erga by 
Adrian M. McDonough published in the 
April 1954 issue of THE CONTROLLER. 

It is in my opinion an excellent article, 
containing all the basic essentials of con- 
trollership. In fact it is so good that I 
would very much like to read the balance 
of the study. If it is available, would you 
be good enough to send me the balance 
of the study as well as a reprint of the 
introduction as published in THE CoN- 
TROLLER? 


JEROME K. GATES 
Comptroller 
National Silver Company 
New York 

We are referring letters to the author who 
had reprints made of the article, which was 
“edited” down from a 50-page manuscript 
to 12 pages in type by our editorial staff. 

—The Editors 


WE TELL WEBSTER’S! 
Editors, THE CONTROLLER: 

We should be grateful if you would be 
willing to give us the benefit of your obser- 
vation as to how many ways persons called 
COMPtrollers pronounce the name, and 
what, roughly, the relative frequency of 
the pronunciations is. 


EDWARD ARTIN 

G & C Merriam Company 

Publishers of Merriam-Webster Diction- 
aries 

Springfield, Mass. 

Periodically THE CONTROLLER has ex- 
pounded the subject of the use of “con- 
troller’ and “comptroller” complete with 
quotations from all types of dictionaries but 
telling the dictionaries the pronunciation is 
another subject—vreverse English, we'd say! 
Can the comptrollers come to the aid of ed- 
ucation? —The Editors 


“IT’S UP TO THE REST OF YOU” 


Editors, THE CONTROLLER: 

I read with considerable interest the 
article by Wayland S. Bowser in the April 
issue of THE CONTROLLER entitled ‘“Why 
Waste Millions?’ On reading the article 
it seemed to me that there was only one 
point which might lead to confusion and 
that was the method for obtaining the 
taxable wages figure. 

In organizations of any size, of course, 
this information is readily available as a 
by-product of machine pay roll operations. 
However, I understand that the concept of 
the amount of taxable wages in any in- 
dividual quarter, gives some of the smaller 
firms considerable difficulty. 

This factor might well lead to a govern- 
ment audit requirement, the cost of which 
might be in excess of the savings under 
Mr. Bowser’s proposal. 

If however, some schedule such as the 
following were incorporated into the re- 
porting, it might well aid the smaller firms 
in their calculation of taxable wages and 
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ae COMPACT—Space-saving Micro- 
Twin is safe and comfortable to 
operate on a table or with attrac- 
tive desk-high matching stand.* 
nul nO} Um 


RECORDER READER 
° + 
um one unit ! 
FAST— New Acro-Feeder* handles 


Here is a unique combination microfilm recorder I rend age 
orn ‘ riths — alll intermixe ocuments auto- 
and microfilm reader within the reach of all! sautiesiby oud: Séeuumaie en teat 


The new Micro-Twin with 37 to 1 reduction ratio as the op2rator can supply them. 


(available with 24 to 1 reduction for hard-to-read 
material) provides 8-mm. photography on 16-mm. 
film for maximum film economy .. . handles 
documents up to 11 inches wide . . . records fronts 
and backs simultaneously, or fronts only. As 
many as 74 check-size or 29 letter-size documents 
can be recorded, complete, for just one cent! 


Now, you can benefit from modern microfilming. 
Meet the new Micro-Twin personally at your : 
nearest Burroughs branch. Burroughs Corpora- EASY VIEWING— Wide-vision 
tion, Detroit 32, Michigan reader shows sharp images, actual! 
r wit Z document size, and produces dis- 
tinct, full-size facsimile prints. 


*Available as an optional feature. 


SIMPLE—Locate documents 
quicker than ever with exclusive 
indexing meter — provides 999 
index points per 100 feet of film. 


Wherever theres busimess 
thees Burroughs 


SOLD AND SERVICED BY 


Belle Howell Burroughs 





by James C. Olson 


by William B. Hanson 


by Geoffrey H. Kimpton 





also provide an immediate time with the 
yearly recapitulation. 
Total wages paid 195- 
Wages paid in excess of $3600 per 
employe 
Taxable wages—total less-Taxable 
wages reported Ist quarter 
” ” 2nd ” 
” ” 3rd 


Taxable wages for this quarter 


On the other hand you have probably 
investigated these angles thoroughly and 
have discounted this factor. One thing is 
sure, and that is, that this information 
should be disseminated to the proper 
governmental officials and the greatest pos- 
sible pressure exerted by all of us to at- 
tempt to get the program carried through. 

If there is anything that we can do to aid 
in the furtherance of this program we will 
be delighted to cooperate. 


K. A. Boos 
Treasurer 
The Upson Company 
Lockport, N. Y. 
We append a letter written by Mr. Bowser 
to Mr. Boos re his comment. —The Editors 
I appreciate your letter and your interest 
in the pare plan. Copies have been 
supplied to Coleman Andrews and the 
members of the House Ways and Means 
and Senate Finance Committees. 
Your question about the compilation of 
total taxable wages raises a good point. 


THE CONTROLLER 


Forthcoming Features 


IN THE CONTROLLER 


¥%&e EXECUTIVE COMPENSATION—AN EFFECTIVE 
MANAGEMENT INSTRUMENT 


¥%& ELECTRONICS THINKING AND CLERICAL COSTS 


¥%& MERIT RATING FOR PAY INCREASES 





In my opinion your proposal to add 
spaces for the reconcilement of taxable and 
total wages to Form 941 would be an im- 
provement and desirable. 

Adoption of the plan will no doubt re- 
quire letters to Congressmen from many 
people from many states. I have been 
trying for ten years. From here on it’s up 
to the rest of you. 


W. S. BOWSER 
Controller 
Blaw-Knox Company 
Pittsburgh, Pa. 


BUDGET MINDED 


Editors, THE CONTROLLER: 


Our firm is interested in reorganizing 
its budget procedure. Has your maga- 
zine or Controllers Institute put out any 
information which would be helpful to 
us? 


K. ‘FS 
Milwaukee, Wis. 


We suggest that you examine the follow- 
ing Institute publications: "Report on 
Budgeting for the National Committee on 
Management Planning and Control” pub- 
lished in 1951 and “Budget Methods and 
Procedures of Manufacturing Companies” 
published in 1938. The December 1948 is- 
sue of THE CONTROLLER carried an article: 
“The Budget Manual: Its Importance and 
Preparation” by Ely Francis. Another article 
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by the same author “Budget Installation 
Procedure’ appears in this issue of THE 
CONTROLLER. —The Editors 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be withheld if so 


requested). The Editors 





“A TO Z" 


Editors, THE CONTROLLER: 


I was interested to see in your March 
issue that you have introduced a new 
page on the Washington scene. This fea- 
ture will, I believe, help fill a gap in my 
own knowledge of Washington events 
which would be of interest to control- 
lers. 

One thing that puzzled me, however, 
was a statement that the tax recommen- 
dation pertained to zebras in certain 
cases. To the best of my knowledge | 
have seen no report on tax recommenda- 
tions that would bear out this statement. 


H. GORDON SMITH 
New York 


You are quite right in stating that zebras 
have not been mentioned specifically in any 
of the tax recommendations. One of the rec- 
ommendations does relate to the deductibil- 
ity of keeping animals if they are pets of de- 
pendent children. Our writers saw this and 
exercised a little editorial license to bring in 
the “A” to "Z” idea. 

—The Editors 





W. T. CHAMBERLAIN INC. 


103 PARK AVENUE 
NEW YORK 17 


MURRAY HILL 3-2942 





Insurance 


Consultants 





The largest analytical or- 
ganization of its kind which 
does not sell insurance 














Many firms like yours 
cut costs with 
Friden figure-thinking 


You find Fridens everywhere in business. Because 

the Friden performs more steps in figure-work without 
operator decisions than any other calculating machine 
ever developed. Each automatic Friden decision 
reduces business overhead costs by saving human time. 
It’s likely your business can’t afford NOT 

to own a Friden. See what you think when you see 

the Friden figure-think. Call in your nearby Friden Man 
and watch a demonstration! Friden sales, instruction 
and service available throughout the U.S. and 

the world. FRIDEN CALCULATING MACHINE CO., INC., 
San Leandro, California. 








































RESTAURANTS 


...use the fully auto- 
matic Friden Calculator 
to quick-check operating 
expenses, daily item 
costs, income and in- 
voices, also for payroll 
and tax calculations. No 
special operator training 
is required to use the 
Friden Calculator! 





RAILROADS 


...-mechanize system 
figure-work in all depart- 
ments with the fully 
automatic Friden Calcu- 
lator. Applications in- 
clude interline freight 
abstracts, waybills, valu- 
ation, statistical reports, 
passenger accounting. 
The Friden has big- 


volume capacity! 


MILK PLANTS 


..- handle milk check 
register calculations 
swiftly with the fully 
automatic Friden Calcu- 
lator, also figure farmers’ 
payrolls, drivers’ load 
sheets, cost proration, 
discounts. Time-savings 
pay back quickly the 
cost of a Friden! 


Friden builds calculators 
in a wide price range, 


in every size, 


for every figuring need 





NN THE THINKING:-MACHINE OF AMERICAN BUSINESS 


© Friden Calculating Machine Co., Ine. 
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AS A SPECIAL SERVICE TO PREVENT CRIME 
WHENEVER POSS/BLE, WE SEND EVERY 
CRIME POLICY-HOLOER. THIS 70 PAGE 
CRIME LOSS CONTROL BOOK 
QESIGNED 70 ELIMINATE FRAUD 
ANO OTHER CRIME. POSSIBILITIES ! 


AMEXICAN MUTUAL 


70 HELP HEEP YOU FULLY PROTECTED 
AGHINST UNSUSPECTEO LOSSES WHEN 
CRIMES OCCUR, AMERICAN MUTUAL 
GIVES YOU THE ADVICE OF CRIME 
INSURANCE EXPERTS... 








. the first American liability insurance company j 


© 1954, AMERICAN MUTUAL LIABILITY INSURANCE COMPANY 


q 





LIMITED OFFELE 


me, 70 


ACCOUNTING 
0 FINANCIAL 
EXECUTIVES 


In this 70 page book you'll find 
20 diagrammatic charts, showing 
division of duties for effective 
controls ... new information on 
fraud possibilities and methods of 
prevention, plus physical safeguards 
for burglaries, holdups and thefts. 


Unfortunately, there are only a limited 
number of copies of “CRIME LOSS 
CONTROL". And, since our book 
could only be helpful to executives 
dealing in company finances, we hope 
you'll forgive us for asking you to 
request your free copy on executive 
stationery of recognized companies. 
Write: Dept. C-3, American Mutual 
Liability Insurance Company, 

142 Berkeley Street, Boston 16, Mass. 





Recommended Reading 

In its May 1954 issue, Fortune asked: ‘‘Why Don’t Busi- 
nessmen Read Books?” Fortune then took a look over the 
businessman’s bent shoulder and into his bulging brief case 
to determine whether the critics are correct when they say 
businessmen haven't the intellectual capacity for good books, 
or whether businessmen are too heavily involved in read- 
ing many other things directly concerned with the day's 
affairs. 

It’s a challenging article, one we feel sure you will find 
stimulating. 

Reviewing Fortune's observations against the pattern we 
have established in our ‘‘Paging the New Books’’ depart- 
ment in each issue of THE CONTROLLER, we feel that we 
are “‘on the right track.”” And while we are on the subject, 
we tip our hat to Controllership Foundation for its pro- 
gram of digests of worth-while business books. The most 
recent, entitled “Some Observations on Executive Retire- 
ment,” is well worth reading (in digest as well as in the full 
edition) and earlier digests, including one on “Automa- 
tion” and another on “Corporate Giving,” likewise hold 
real significance for the businessman reader. 


* * % 


In a recent issue of the Saturday Evening Post, the leading 
editorial discussed depreciation policies. That's quite a sub- 
ject for a mass-circulation publication like the Post to be 
tackling in its editorial page. It gives heart, undoubtedly, to 
those who have wondered if popular understanding of the 
everyday problems of the business lives of controllers and 
financial officers could ever be widespread. 

The final paragraph of the editorial is likewise hearten- 
ing: “The central point in this matter is the perpetual need 
for new investment, if industry is to keep pace with the 
needs of the people. Taxes which impede this necessary 
growth should be eliminated.” 


From Pensions to Mortgages 


Pointing out that “an improvement of one half to one 
per cent in the yield earned by a pension fund is equivalent 
to a saving of 15 per cent in the cost of that pension plan,” 
Robert E. Goldsby, president of Jersey Mortgage Com- 
pany, Elizabeth, N. J., recently declared at a regional con- 
ference of the Mortgage Bankers Association, that it becomes 
increasingly difficult for ‘‘an astute corporate management 


to justify its failure to give earnest consideration to a pro- 
gram of increasing the net yield by resorting to the invest- 
ment in mortgages.” 

He urged mortgage bankers to keep their eyes on pension 
funds as they increase in importance to capital markets, and 
said that pension funds may soon become buyers of mort- 
gage loans. 

Mr. Goldsby reported more than $17 billion already 
lodged in pension funds and about $2 billion flowing into 
them each year. “Until now only a relatively few purchased 
real estate mortgages, confining their principal commitments 
to bonds and, in some cases, stocks,” he said. 


How to Gain Labor Peace 
A seven-year study of labor relations in more than 30 
firms—in such fields as glass, aircraft, machine tools, textiles, 
steel, and rubber—has resulted in a 120-page document, 
“The Fundamentals of Labor Peace,” by the National Plan- 
ning Association. Four of the findings will hold real in- 
terest: 
1. Lawyers should be kept away from bargaining tables; 
2. The problems at hand should be settled—don’t waste 
time arguing over principles; 
. The Unions’ internal affairs and the Workers’ Alle- 
giance Union should not be meddled with; and 
4. Above all, cover settled grievances promptly. 


“Man With a Mission” 

The Harvard Business Review in its May-June 1954 is- 
sue, in introducing the author of an article “The Budget 
Comes of Age,” says of James L. Peirce, vice president and 
controller of the A. B. Dick Company, Chicago, that he is 
“a man with a mission when it comes to budgeting.”’ Mr. 
Peirce is, of course, no stranger to the columns of THE Con- 
TROLLER, for we have been privileged to carry his views on 
two occasions (September 1953—"‘Controllership and Ac- 
counting: A Contrast’’—and September 1952—'‘‘The Con- 
trollership Function: A Modern Concept’ ). 

Continuing the introduction of Mr. Peirce, the Review 
pointed out that “he resents what he calls the ‘negative- 
toned literature’ that has been growing about budgeting, and 
at the same time finds it understandable that certain abuses 
of budgeting have turned businessmen (from foremen to 
executives ) away from it. Mr. Peirce feels strongly that good 
budgeting is a vital part of modern controllership, and that 
management has only begun to release the power that con- 
trollership, properly practiced, can bring to business.” 

Mr. Peirce, who has been associated with the A. B. Dick 
Company for 20 years, is a national director and member of 
the Executive Committee of Controllers Institute of America. 


* * * 


And lifting the editorial curtain a bit, we report with 
pleasure that Mr. Peirce will be represented in our September 
1954 issue with a paper entitled ‘The Planning and Control 


Concept.” -—PAUL HAASE 
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The Guaranteed Annual Wage 


How Can Management Planning Accommodate It? 


John V. van Pelt Ill 


The guaranteed annual wage can be considered from 
many points of view, of which the most common are eco- 
nomic, philosophical and emotional. This paper approaches 
the subject primarily from the standpoint of a concept of 
management planning. It expresses personal conclusions, 
based on published information rather than the policy of any 


specific management group. 


NION DEMANDS for a guaranteed an- 
Ural wage are predicated upon a real- 
ization of the existence of certain prob- 
lems inherent in our present industrial 
society. The objective of both industry 
and labor should be in the direction of 
minimizing these problems rather than 
docilely accepting them with their attend- 
ant national cost. However, since perfec- 
tion is difficult of attainment, there must 
be rationally devised plans for dealing 
with those costs which cannot be elimi- 
nated. 


GAW DEFINED 

Much of the difficulty in discussing the 
guaranteed annual wage stems from a 
lack of clarity of definition. In its simplest 
terms, the guaranteed annual wage is an 
extension of unemployment insurance. 
Money paid out for hours not worked, 
with limited exceptions, must be provided 
from the sales value of goods sad services 
produced during productive hours. There- 
fore, the problem of providing compensa- 
tion to both present employes and former 
employes, together with their dependents, 
for nonproductive hours is in the lap of 
industry. Excluding sickness, health and 
retirement benefits, which are not part of 
the subject of the guaranteed annual wage, 
such compensation may be provided in 
any of several forms such as: 


1. Personal savings programs, represent- 
ing an accumulation of monies previ- 
ously paid to individuals; 

. Individual company programs, popu- 
larly classified as guaranteed annual 
wage plans; 


—THE AUTHOR 


3. Federal- and state-financed programs, 
referred to as unemployment compen- 
sation; and, 

4. Pure relief. 


Since starvation is not acceptable to our 
industrial way of life it seems clear that 
one of the foregoing methods must be 
utilized in order to maintain stability of 
the power of the individual to spend for 
the support of the family unit when 
fluctuations in productive levels cause un- 
employment. It may be that we have 
found the sound answer through the route 
of unemployment insurance, but this has 
not been proved to the satisfaction of 
everyone. 

Industry is not acting intelligently in 
failing to admit that problems may exist. 
History shows all too clearly that when 


unions are permitted to take the initiative 
in seeking correction of existent or as- 
sumed social evils, the ultimate programs 
that are adopted go farther than is neces- 
sary in providing correction. In view of 
the fact that a few companies have already 
adopted highly successful programs to in- 
sure employment continuity it is impossi- 
ble to take the position that there is no 
possible solution. 

The best-known steps on industry's 
part in this field are represented by some 
background studies recently undertaken 
by the Chamber of Commerce of the 
United States and a brief but thorough 
review by the National Association of 
Manufacturers, which was published in 
February 1954. Quite obviously, these 
documents were induced by the activities 
of major unions and primarily limited 
themselves to a definition of problem 
areas. The NAM publication, however, 
dealt in some detail with possible methods 
of obtaining solutions to the problem of 
stabilization of employment. What is 
necessary today is a management attitude 
of urgency in undertaking a careful and 
open-minded study of the broad problem 
and its applications to the situation in 
each company which may be faced with 


JOHN V. VAN PELT Ill spent approximately ten years 
with Arthur Andersen & Co., the latter part of these years 
as an accounting manager. In 1940 he became the chief 
accounting officer of the Federal Water & Gas Corporation, 
a public utility holding company with nationwide subsid- 
iaries. In 1943 he became a Reserve Officer in the U. S. 
Navy, serving in the Supply Corps; in 1947 accepted the 
position of research assistant to the comptroller of the 
C & O Railroad Company; and in 1948 joined the Kendall 
Company, Walpole, Mass., in the capacity of controller. 
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the guaranteed annual wage as a bargain- 
ing subject. Under such conditions, Amer- 
ican ingenuity will certainly find methods 
to, first, minimize the problem of unem- 
ployment by redesigning production sched- 
ules, and second, to provide necessary im- 
provements in the present methods of 
financing those areas wherein employ- 
ment stability cannot be economically 
achieved. 

Unions must bear in mind that only a 
sound solution will be of benefit to the 
country at large. However, their actions to 
date might create questions in the minds 
of industrial management and the general 
populace as to the extent of the public- 
spirited zeal that imbues leaders of these 
great labor organizations. Certain exam- 
ples come to mind: 


1. Recent newspaper stories pictured two 
top leaders of one amalgamated group 
of unions bickering publicly over who 
would get credit for the announced 
drive for guaranteed annual wages os- 
tensibly started solely for the benefit of 
the worker. 

. The comments about the Chamber of 
Commerce study, which were con- 
tained in the October 1953 issue of 
The Economic Outlook, a publication 
of the Department of Education and 
Research of the C.I.O., might have led 
a fair-minded person to conclude that 
the writer was only interested in de- 
structive criticism. 

. Past remarks by unions regarding the 
previously mentioned company-initiated 
employment stabilization programs 
have been highly critical. This is difh- 
cult to understand for it would appear 


that continuity of employment would 
be far more important than paying for 
hours that were nonproductive. 

. While unions have generally favored 
unemployment compensation, they 
have bitterly opposed merit rating 
when this method has been used in an 
increasing number of states. But unem- 
ployment compensation with a merit- 
rating principle is a method by which 

a mg ce yo experience in maintain- 
ing level employment can be inter- 
preted into its cost of supporting the 
program. It would seem that the prin- 
ciples involved in merit rating might 
be closely allied to the priaciples that 
underlie the demands for a guaranteed 
annual wage in the instances where the 
guaranteed annual wage does not pro- 
duce level employment. It should also 
be noted that in its discussion of pro- 
posals for a guaranteed annual wage 
the C.I.O. has indicated that one of its 
objectives in pushing for this program 
is to force industry to assist in lobbying 
for an extension of increased coverage 
under unemployment compensation. 


Labor must be consistent in the posi- 
tions it takes on related issues since above 
all else there must be a feeling that labor, 
if it is asked to enter into discussions to 
solve this major problem, is coming to 
the conference with clean hands. 

Where are the basic areas of attack? As 
in any program for insurance administra- 
tion it is first necessary to eliminate the 
principal hazards, leaving only for insur- 
ance protection those spots which it would 
be uneconomic to protect by physical 
means. 
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STABILIZED PRODUCTION TOOLS 

Unstable production schedules represent 
the hazard that requires loss protection 
from unemployment. Industry has done 
little in the past to level out production 
schedules over the phases of a business 
cycle. Scientific methods of forward 
planning represent a control device by 
which industry can serve to stabilize pro- 
duction. 


Economic Forecasts 


The first tool in scientific forward plan- 
ning is represented by soundly devised 
economic forecasts. These can place many 
managements in a position to look at the 
probable picture of consumer demand 
over future periods. It must be understood 
that wartime conditions can upset eco- 
nomic forecasts predicated on population 
growth, but wartime conditions produce 
such waste as to well-nigh eliminate un- 
employment problems. 

There is nothing startling or new in 
the use of economic forecasts, since many 
companies have relied heavily upon them 
in formulating programs for major capi- 
tal investments or new merchandising 
programs. The primary problem in the 
use of economic forecasts for stabiliza- 
tion of employment lies in the leveling 
out of inaccuracies in the short-range fore- 
cast and it is this field that has been much 
neglected. However, there are many in- 
stances when such short-range fluctuations 
can be translated into level production 
schedules by the maintenance of flexibil- 
ity in inventory size. 


Coordination 

The second phase of scientific planning 
lies in the area of coordination. In estab- 
lishing the plan of operation, it is neces- 
sary that all phases of the business be 
looked at so that the demands of each 
will be satisfied. It is clear that the inter- 
ests of one area of the business, such as 
production or sales or finance, cannot be 
served to the exclusion of the best inter- 
ests of the other areas of the business. In 
following this line of reasoning, it becomes 
quite obvious that programs should not 
be established solely by one functional de- 
partment or another in the business but 
that the programs of all functional de- 
partments of the business should be con- 
sidered, preferably by a party with no 
functional interest. By this route a true 
perspective may be obtained as to the 
relative costs of alternative programs that 
merge the interest of each department in 
proper proportions. 


Building Up of Inventories 

There can be little doubt that the busi- 
ness mind has built into it a fear of in- 
ventory build-up during periods of low 
consumer demands. However, with proper 
planning it should be possible to dispel 
this fear when forecasts indicate a longer- 





run stability of consumption and it can 
be shown that the building up of inven- 
tories during temporary periods of low 
consumer demand can tend to lower costs 
over long-range operations. Inventory 
build-up may well show to advantage 
when otherwise incurred cost of employe 
terminations and rehiring are weighed 
against what may be relatively insignif- 
icant interest and warehousing penalties 
inherent in maintaining higher invento- 
ries. Inventory build-up rather than reduc- 
tion during periods of low consumer de- 
mand may also provide a related benefit 
by the route of having goods on the shelf 
to deliver without loss of orders or over- 
time running when the business passes 
from the phase of low consumer demand 
to a buying surge. 

Undoubtedly the concept of building 
inventories when consumer demand is 
dropping may hurt the souls of those who 
promote the increasingly popular theory 
of running businesses on the basis of 
month-to-month charts showing return on 
investment. Actually, proponents of this 
theory of management are ignoring the 
basic requirement of coordination in plan- 
ning. They are usually financial personnel 
who are only interested in maintaining 
cost of money at its lowest level without 
comparing the cost of such money with 
other related costs in the business. The 
financial end of a business is purely a serv- 
ice operation and should be run only to 
produce the necessary financing to operate 
soundly the production and sales depart- 
ments which are, actually, the money-mak- 
ing areas of the enterprise. Many of the 
fears extant today with respect to the 
dangers inherent in sath, on are 
predicated upon horrible examples of un- 
planned operations, not on scientific plan- 
ning. 


Seasonal Style Solutions 

The foregoing comments have been 
predicated on a company-by-company ap- 
proach. Obviously they are applicable 
primarily to industries manufacturing 
standard items. However, planning can 
be applied in almost any industry and can 
tend to equalize production schedules. In 
those lines where seasonal style changes 
are a factor, planning through sound in- 
ventory utilization may still be possible 
by partial fabrication. In highly seasonal 
lines the introduction of contra-seasonal 
products may present a solution. In com- 
panies blessed with only one union, pres- 
sure should be exerted to peak up main- 
tenance during low period of cyclical de- 
mand or shutdowns for model changes. 
It should be borne in mind that a guaran- 
teed wage plan may actually provide a 
means of cost reduction when coupled 
with a soundly forecasted program of op- 
eration. Because of the provisions in the 
Wage and Hour Act the institution of a 
union-negotiated wage guarantee will per- 
mit operation at more than 40 hours per 


GAW PROGRAMS AND UNIONS 


Unions must accept at least three basic principles when 
they assist in constructing any form of general wage guaran- 
tee or program for employment stabilization. 


First, stability of production will require shifting of em- 
ployes between jobs with resultant compensation related to 
the value of the work performed. 


Second, a level of take-home pay during boom periods, 
inflated by overtime, must not be built into a basic wage 


rate for a normal week. 


Third, payments for time not worked must be less than 
amounts earned while working to provide a real incentive 
for the man to seek other temporary employment. 


week without incurring overtime penal- 
ties. 


GAW PLANS IN OPERATION 

While the number of successful guar- 
anteed annual wage plans in operation is 
not large, there are several that have es- 
tablished a reputation over the years. Per- 
haps the three classic examples are the 
plans introduced by the George A. Hor- 
mel Company, Procter & Gamble and the 
Nunn-Bush Company. The businesses of 
these companies involve seasonal and 
style problems. Careful study of the con- 
ditions surrounding the business preceded 
the adoption of each plan and adapta- 
tions of production schedules were worked 
out in instituting the plans. It should be 
remembered that further adjustments had 
to be made in the plans after initial in- 
stallation to meet conditions that were not 
originally considered. However, reports 
indicate that these plans have enjoyed 
relative success over long periods of time 
which have covered both depressions and 
boom situations. In the light of these fac- 
tors it must be evident that there are many 
possibilities for forward-looking manage- 
ment to program in the direction of the 
minimization of the cost of unemploy- 
ment. 

There is one phase of guarantee of em- 
ployment, or any other established interest 
which may be set up for a worker, that 
should be constantly borne in mind by 
both managements and unions. It must be 
understood that programs for stability of 
employment should not serve to stifle ad- 
vancement in technology or efficiency ; dis- 
placement of workers by machines must 
not be impeded. Also, if markets or raw 
materials sources move, plants must move. 


FINANCING METHODS 
The initial assumption in this paper is 
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that there are two areas of exploration in 
connection with wage guarantees, the first 
being the question of employment stabi- 
lization, which has been covered. The sec- 
ond is the study of financing methods that 
are required to provide for those situations 
where unemployment cannot be wholly 
eliminated. Four alternatives were previ- 
ously mentioned. 


Relief 

One of these, pure relief, can be cast 
aside as being unadaptable to the princi- 
ples of modern civilization and the main- 
tenance of the morale of the individual 
citizen. 


Personal Savings 

A second alternative, the area of per- 
sonal savings, should be looked upon as 
sound in the type of free economy that 
the United States proclaims to the world 
as being the fundamental of its social 
structure. Unfortunately, the attitude of 
individuals has been so conditioned in 
recent years as to have forced a departure 
from the principles laid down by our 
forefathers. We are fast reaching the point 
where none of us has the backbone to or- 
ganize our own savings programs out of 
the fruits of our labors. We must find a 
business agent to do this for us. For the 
future progress of the nation this is a seri- 
ous turn of events but one that must be 
recognized in appraising programs for 
wage guarantees. Under such conditions 
personal savings cannot be relied upon. 


Financed Programs 

The two remaining methods are indi- 
vidual company programs or federal- and 
state-financed programs. Even the C.1.O. 
is not clear as to the area of preference 


(Continued on page 278) 
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Budget Installation Procedure 


Ely Francis 


GREAT MANY of today’s business op- 
A erations follow a well-defined par- 
tern. Written instructions are issued on 
how to perform special as well as routine 
tasks. The individual’s performance is 
checked against these instructions during 
the performance of the work and after the 
job has been completed. This is especially 
true in factory operations where job lay- 
outs and manuals are available on all 
phases of the manufacturing operation. 
These include detailed plans for the in- 
stallation, operation and maintenance of 
equipment, the transfer of materials, the 
packaging, loading and shipping of prod- 
ucts, etc. Such elaborate explanations are 
usually not available in the field of fore- 
casting, despite the fact that many im- 
portant policy decisions are based on the 
periodic budgets. A budget manual should 
be one of the first steps in proper plan- 
ning. 

Budgets are frequently developed by 
one or two key individuals in the account- 
ing section of the company. Sometimes 
these estimates are submitted to top man- 
agement without the prior knowledge or 
approval of the operating executives in 
the sales, advertising, manufacturing or 
purchasing departments. This is the worst 
type of budget procedure and quickly de- 
feats the objectives of forward planning. 


It produces an atmosphere of hostility 
and a lack of cooperation between all 
departments. 

The second type of informal budget sys- 
tem is one in which only selected items 
are budgeted, usually sales and advertis- 
ing. Here again, written procedures are 
usually not available and the projections 
are not properly related to each other. 
This is common to many companies which 
claim a budget program. However, as it 
drifts along, less and less attention is paid 
to forward planning, and confidence in 
the forecasts is undermined. 

The complete budgetary program is one 
in which every activity of the company is 
budgeted—not only on a repetitive, formal 
basis, but with the understanding through- 
out the organization that all plans must be 
approved at successively higher manage- 
ment levels. When this policy has been 
adopted by all operating personnel, a 
sound budgetary control program is pos- 
sible. It then remains for the budget di- 
rector to prepare a specific written pro- 
cedure which will be circulated through- 
out the organization. This will serve to 
impress each division with its individual 
contribution to the successful operation of 
the company and emphasize the need for 
complete cooperation by all members of 
the management team. 


ELY FRANCIS, a member of Controllers Institute of Amer- 
ica, started his career with the Allis-Chalmers Manufac- 
turing Company of Milwaukee, in the cost accounting, 
general accounting and budget departments. He became 
assistant budget director of S. C. Johnson & Son Company, 
Inc., Racine, Wisconsin, following Air Force service in 
World War Il. In 1947 he joined the Brunswick-Balke-Col- 
lender Company, Chicago, as budget director and in 1950 
became associated with the Radio Corporation of America 
in New York, where he is currently assistant controller. 
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PRELIMINARY PLANNING 


How and When. It is important in pre- 
paring a budget manual to define the time 
and the manner in which the budgets will 
be prepared. The preliminary step in- 
volves contact between the budget depart- 
ment and those who will participate in the 
preparation of the budget. The number of 
people involved will fluctuate depending 
upon the type of projection. Usually a 
five-year forecast deals with top-level pol- 
icies and fewer people are concerned. In 
a short-term beidaee covering six months 
or a year, all levels of management are in- 
volved, from department heads and fore- 
men, to the president and chairman of the 
Board. 

The frequency of forecast preparation 
varies in different companies, but a sug- 
gested program would includt: a five-year 
estimate prepared once a year for submis- 
sion to the Board of Directors about De- 
cember 1, assuming the company is on a 
calendar-year basis. In order to meet this 
schedule, preliminary work must begin no 
later than August. 

The five-year forecast should cover the 
important elements of the profit and loss 
statement and balance sheet without go- 
ing into the detail which would be shown 
on a short-term budget covering one year. 
A five-year plan should consider such 
items as: 


1. The introduction of new products; 

2. Greater concentration on the most 
profitable lines ; 

3. The gradual elimination of unprofit- 
able items; 

4, Plans for plant expansion ; 

5. Changes in the distribution set-up ; 

6. Invasion of new sales areas; 

7. Additional financing through stock 
issues or private borrowing; 

8. Expansion into foreign markets ; and 

9. Acquisition of new companies, etc. 


These are problems which can be more 
easily and profitably dealt with if they are 
placed into the perspective of a long- 
range plan and then set ute with cur- 
rent operations. A formal procedure for 





coordinating all parts of the company in 
handling these long-range objectives will 
greatly assist in laying out a workable plan. 

In a short-range projection of one year 
or less, greater detail can be added and the 
budget manual must allow for this differ- 
ence in approach. In this budget, each de- 
partment must be represented and the 
work of collecting and consolidating the 
many pieces of the budget should begin in 
the third quarter. Again, as with the five- 
year plan, the completed budget program 
should be ready for -aprenmae to the 
Board of Directors before the end of De- 
cember. 


Responsibility. The budget program has its 
greatest chance for success if the following 
points are kept in mind: 


1. The matter of individual responsibil- 
ity is probably the most important single 
element in any budget program. 

2. If the individual preparing the 
budget is responsible for its attainment 
and is given the authority to carry out his 
approved plans, he will become a greater 
asset to the company and will work more 
willingly with other members of the man- 
agement group. 

3. If changes are made in his budget, it 
is essential that the reasons for these 
changes be made clear. It is only through 
this procedure that the individual can be 
held accountable for the actual results of 
his department or area of responsibility. 

4. The budget manual must emphasize 
the fact that the budget is an accumulation 
sd er made by all responsible operating 
individuals within the company. 

5. It should be clear that the final 
budget is based upon the approval of the 
highest levels of management. 


Variation Reports. In many companies, 
comparisons between the budget and ac- 
tual results are shown on the monthly fi- 
nancial statements and nothing more is 
done. In other words, the work of prep- 
aration, the coordinating of the various 
units of the company and the attainment 
of successive levels of approval have been 
wasted. It is the duty of the budget direc- 
tor to incorporate in the budget manual a 
program for issuing periodic reports, usu- 
ally monthly, highlighting the variances 
between the budget and actual results. 
These reports should mention those re- 
sults which greatly exceed the budget, as 
well as point out to management the areas 
in which actual performance has fallen 
short of the goal. 

However, it is important to remember 
that although it is the responsibility of 
the budget director to issue a comparative 
report, he should not assume the authority 
for outlining corrective action. This is not 
only a management responsibility, but the 
assumption of these duties by the budget 
director will probably undermine his ef- 
forts to obtain realistic estimates in the 


CAN YOU HELP? 


Editors, THE CONTROLLER: 


I am interested in exploring the comparative merits of 
profit planning by establishing a return on total assets used 
in the business as against a return on sales dollars. 

If any of your readers could help me, I'd appreciate it. 


R. C. GILDENHAR 
Chief Accountant 


National Automatic Tool Company, Inc. 


Richmond, Indiana 


If any reader writes to Mr. Gildenhar, we would greatly 
appreciate a carbon copy and permission to adapt the subject 
matter to form an article that may be of interest to others 


seeking the same type of information. 


future. He is not in a position to suggest 
how to run the various departments; his 
job is to coordinate the plans of each de- 
partment into a reasonable and acceptable 
company-wide program. 


PREPARING THE MANUAL 

The following budget manual is rec- 
ommended by the author as a practical 
means of conveying the budget objectives 
to all who come in contact with them. 


Definition. The budget is the written ex- 
pression of management's plan for the fu- 
ture. Its purpose ts: 


1. To plan for the realization of a fav- 
orable net profit. 

2. To assemble all available data and 
condense the many forecasts into a 
complete and workable plan. 

3. To coordinate all operations into a 
homogeneous unit. 

4. To provide management with com- 
parisons between planned activity and 
actual performance. 

5. To point out the approach of unfav- 
orable conditions so that preventive 
measures may be taken. 


Program. As explained earlier, several 
types of budgets are possible, such as a 
five-year plan, an annual or semi-annual 
budget, etc. However, the same funda- 
mental procedures must be followed in any 
successful program. For the purpose of 
preparing a sample budget manual, we 
will assume that a one-year forecast is 
required. 

The budget will consist of two inter-re- 
lated parts; the first part will be known as 
the Master Budget and the second part 
will be known as the Budget Forecast. In 
some instances the Budget Estimate, which 
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will be explained later, is substituted for 
the Budget Forecast. 

In many companies the Master Budget 
is the only one prepared. It is presented to 
the Board of Directors as the suggested 
operating plan for the full year, subdi- 
vided by quarters. After approval or re- 
vision by the Board, these quarters are 
broken down by months aa a twelve- 
months budget has been established. One 
serious drawback of this method is the 
tendency to split each quarter into three 
equal parts, none of which will have an 
important meaning, either as a plan or as a 
comparison against actual results. 

A different approach is suggested. 
When the preliminary work begins, the 
budget director should arrange confer- 
ences with the individuals charged with 
preparing department budgets. To this 
conference, the budget director should 
bring a monthly historical record of each 
activity or expense item to be budgeted. 
This historical data should extend back 
at least two or more years. It will serve as 
a basis on which to project the future ac- 
tivities of the department. From this base, 
increases or decreases in the size and re- 
sponsibility of each unit can be worked 
out. However, this historical record should 
not be used merely to project a carbon 
copy of past performance. 

In a progressive, growing company, 
change is the order of the day. The com- 
parison between the past and the future 
serves to highlight this growth and at the 
same time enables those at the higher man- 
agement levels to evaluate the reasonable- 
ness of the plans being submitted. 

With the monthly background material 
as a base, the annual budget can be pre- 
pared for each month of the coming year. 
This approach has the decided advantage 
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of incorporating seasonal factors into the 
projection. When the complete story is 
presented to the Board, the individual 
months can be accumulated into a quar- 
terly total for purposes of brevity. 

A common argument against budgeting 
a full year ahead on a monthly basis is 
that if major changes are indicated by the 
Board, all the detail work has been lost. 
However, in actual practice this is defi- 
nitely not the case. First of all, any change 
made by the Board will be of a broad pol- 
icy nature which is not likely to reach 
down into each department. Board changes 
in a company budget are likely to be con- 
fined to such items as approval to pur- 
chase a new plant, deciding on the method 
and amount of new financing, disposition 
of property, etc. These decisions do not 
affect the day-to-day operations of each 
department. Secondly, by the time the 
budget reaches the Board of Directors for 
final approval, it should have passed 
through each layer of management, includ- 
ing supervisors, vice presidents and the 
president. If this orderly process has been 
followed, all new and major policy deci- 
sions will be reflected in the budget during 
its formative period and large-scale revi- 
sions will be unnecessary. 

The monthly budget projection has an 
inherent advantage in a seasonal business. 
In highlighting the high and low points 
before a new year begins, management has 
an opportunity to bolster the low months 
with the introduction of new products or 
the acquisition of a company with a sea- 
sonal pattern which will tend to comple- 
ment the present sales and profit picture. 
In addition, quarterly budgeting can some- 
times hide a downward trend and thereby 
defeat the primary purpose of good budg- 
eting. This is especially true where a large 
number of products are involved. It is 


possible that a few products are increasing 
in volume and profitability and a larger 
number are slipping below a year ago. 
This downward trend is more’ noticeable 
on a month-to-month basis than it is when 
large figures for each quarter are pre- 
sented, especially if they show an over-all 
gain. 

In preparing the variation reports which 
compare actual performance with the 
budget, the Master Budget should be used 
as the standard. 

The Budget Forecast is a twelve-months 
moving projection of sales, cost of sales 
and operating expenses. Every quarter, the 
previous three months is dropped and a 
new fourth quarter is added. This pro- 
vides management with a continuing fore- 
cast of operating results a year ahead. 

Often the twelve-months moving pro- 
jection is regarded as impractical. The 
pressure of day-to-day business makes it 
difficult to convince operating personnel 
they should sit down every three months 
and prepare a forecast for a year ahead. 
However, this does not mean it should be 
abandoned. It is a sound approach to for- 
ward planning, and, like any worth-while 
endeavor, it should not be discarded be- 
cause it is difficult. The result of budgeting 
only once every twelve months is that the 
budget operates like a clock and runs 
down as the year progresses. In January, 
management can look twelve months 
ahead ; in November they can only see one 
month ahead. An acceptable budget pro- 
gram should always strive to give man- 
agement the best available estimate of the 
future, as far ahead as possible, and not 
permit the outlook to diminish each 
month. 

Another forecasting device is the 
Monthly Estimate. This usually consists of 
estimating the sales, profit before taxes 
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and net profit of each major product de- 
partment for the balance of the current 
year. In preparing these monthly esti- 
mates, year-to-date actual results are added 
to the estimates for the remaining months 
or quarters to arrive at the latest projec- 
tion for the full year. This procedure can 
also be applied to the balance sheet. This 
system is especially helpful to manage- 
ment if and when actual results show the 
Master Budget to be unrealistic. 


Communication. The budget director must 
keep all members of the management 
group informed of the plans of other de- 
partments. In this way, a smoothly coor- 
dinated program can be developed for 
the entire company. An example of this 
type of communication is the relationship 
of the sales, advertising and manufactur- 
ing budgets. After the sales department 
has prepared its budget, the advertising 
department must be given a chance to re- 
view it before an advertising budget con- 
ference is called. When the advertising 
budget is completed it should reflect a 
campaign which will accomplish the ob- 
jectives of the sales department. Too often 
a company’s sales department will decide 
to push a new product but, as a result of 
poor communication, the publicity depart- 
ment makes no plans for developing ads, 
arranging promotions, preparing radio and 
television commercials, etc. In other in- 
stances, the advertising department may 
plan a large Christmas promotion, but the 
sales budget makes no allowance for in- 
creased sales. This lack of coordination di- 
rectly involves the manufacturing end of 
the business, which overproduces in the 
first example mentioned above or is unable 
to increase its production in time to meet 
the unexpected demand created as a result 
of example number two. 

In actual practice, changes in produc- 
tion are made as the volume of sales and 
inventories dictates. However, the more 
frequently these changes occur, the more 
costly they become. It is much easier and 
less expensive to plan three months, six 
months or a year ahead within a range of 
production objectives for each product. 
This is but one example of the responsi- 
bilities of the budget director in a com- 
plete budgetary control program. 

Another vital contribution of the budget 
director lies in the field of economics. It 
is vitally important that he keep abreast 
of current developments on a national and 
international scale. It is suggested that the 
budget department circulate a quarterly 
report quoting and summarizing the opin- 
ions of leading independent economists. 
This report can include the consensus on 
personal income, retail sales, government 
spending, employment, taxes, prices, etc. 
In this manner, the forecasts of all divi- 
sions of the company can reflect a con- 
sistent economic outlook. 


Presentation. All budget statements can 





The TRUTH 
About Machine Bookkeeping 


The odds are high that you cam save money by better 
mechanization of your accounting. How much you will 
save depends on many factors. Before you invest in new 
machines, get the answers to all of these questions... 


IS IT VERSATILE? Or is it a “one job” machine? 


Demand a machine that can handle all of your 
accounting operations — so you can switch it any 
time from accounts receivable to accounts pay- 
able to payroll accounting or to any other oper- 
ation you need... when you need it. 


WILL IT MECHANIZE YOUR SYSTEM? Or will you 
have to change your methods to accommodate the 
machine? 


Demand a machine that allows complete free- 
dom to grow or change with your needs — that 
has full option as to number of columns, spacing, 
capacities, balances, and registers. 


WILL IT SIMPLIFY YOUR PROCEDURES? Or will you 
be required to perform extra operations in order to 
complete all related records? 


Demand a machine that will post all related rec- 
ords in one writing; that will type any descrip- 
tion; that will make a debit or credit entry in any 
amount column; that will prove each line of 
entry automatically. 


IS IT SIMPLE TO OPERATE? Or must the operator 
remember complicated work steps and manipulate 
rows of keys and controls? 


Demand a machine that requires no extensive 
training for efficient operation; that has a full 
alphabetic keyboard with only ten numeral keys 
for all posting of entries and writing of descrip- 
tions; that enables you to make entries with little 
thought or effort; that prints balances, dates, 
proof symbols and serial numbers automatically; 
that permits independent form feeding and easy 
insertion and alignment of different sized forms. 


HOW MANY CHANCES FOR ERROR? Will the day’s 


closing mean a frantic search for incorrect entries? 


Demand a machine that tells you when an error 
has been made — and enables you to correct the 
error simply and directly. Be sure you get a ma- 
chine that gives automatic proof for each indi- 
vidual line entry and for the day's posting totals; 
complete visibility of the writing line and all 
register totals all the time; and complete 
legibility of all entries on all copies. 


HOW MUCH WORK IS AUTOMATIC? Must the oper- 
ator do work that a machine could do faster? 


Demand a machine that automatically moves 
with a natural posting rhythm from column to 
column; automatically prints all balances cor- 
rectly; automatically prints dates, consecutive 
numbers and audit symbols and automatically 
returns the carriage and line-spaces to the next 
writing position. 


HOW STEADY WILL PRODUCTION BE? Will output 


be reduced towards the end of the day? 


Demand a machine that operators find easy to 
use — with 100% light-touch, electric operation 
of all keys for printing and carriage movement; 
with easy access to any part of the mechanism; 
with no eyestrain to see what's going on. 


FOR THE MOST OUTPUT AT THE LOWEST COST 
EVERY HOUR EVERY DAY 


... we'll match our Remington Rand “685” against 
any other accounting machine... because no other 
machine offers all these advantages. 

A Remington Rand representative will be glad to 
show how it will cut costs in your specific operation. 


Call our nearest office. Or send for informative booklet 
AB423, Room 1614, 315 Fourth Ave., New York 10. 


Remington. Flan! 


Mechanizes your bookkeeping method 
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be prepared on unit analysis sheets show- 
ing the budget and actual amount for each 
product or expense item for the month 
and year-to-date. The per cent of actual 
to budget will be shown for each product 
or expense. 

In some companies it is the practice to 
show actual amounts for the previous year 
as well as the current year’s budget and 
actual results. In these cases the per cent 
comparison to budget is not always used 
but, instead, expense and profit ratios to 
sales are shown. The percentages used in 
the sales section of the financial statement 
reflect the increase or decrease over the 
prior year. These variations in presenta- 
tion are a matter of individual taste. 

In preparing the various statements 
which compare actual results with the 
budget, sales and cost of sales will be 
shown for each major product and oper- 
ating expenses will be reported by depart- 
ment. The items on the departmental unit 


THE CONTROLLER 


analysis sheets will be arranged in their 
natural account classification and will be 
segregated into controllable (direct) and 
noncontrollable (indirect). The various 
managers will be responsible only for the 
controllable items for which they prepare 
budget estimates. Noncontrollable items 
will be apportioned departmentally on a 
predetermined basis (sales, cost of sales, 
etc.). All budget statements affecting sales, 
production, inventories, advertising, etc., 
will be prepared and issued by the budget 
department. 

All budget statements will be issued 
monthly. There will be four copies of each 
statement distributed as follows: 


1. One complete set, consisting of 
budget statements for each activity, di- 
vision, branch and department, and all 
related summaries, will be available to 
the executive vice president, the presi- 
dent and the Board of Directors. 
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2. Each vice president or division man- 
ager will receive copies of those activi- 
ties and units under his jurisdiction, ac- 
companied by summary statements. 

3. Each branch manager or department 
head will receive a copy of his budg- 
eted unit. 

4, The budget department will retain 
a copy of all statements and all sum- 
maries for purposes of ready reference 
and discussion. 


Committee. To effect control and close su- 
pervision, the budget, when approved by 
the Board of Directors, will be adminis- 
tered by a budget committee appointed 
by the Board of Directors. This commit- 
tee, in addition to administering the op- 
eration of the budget program, will make 
periodic recommendations for more effi- 
cient operation, improvement in cost con- 
trol and closer cooperation between the 
various divisions. It is suggested that the 
committee include the executive vice pres- 
ident, the budget director and the vice 
president of each major activity, i.e., sales, 
advertising, manufacturing, purchasing 
and finance. The committee would report 
to the president. 


Enforcement. The budget will be enforced 
by the company management as a result of 
the variations reported by the budget di- 
rector. These reports will compare actual 
results with the standards set forth in the 
Master Budget. A copy of the variation re- 
port which is submitted to top manage- 
ment should be sent to the person respon- 
sible for the variation. The budget de- 
partment should confine itself to outlining 
the reasons for the variations. Although 
the comparisons between budget and ac- 
tual should use the Master Budget as a 
standard, the report will be performing a 
greater service to management if the latest 
budget estimates are also mentioned. The 
variation report will (1) provide a com- 
parison between actual results and the of- 
ficial budget prepared at the end of the 
previous year, and (2) it will enable man- 
agement to evaluate the latest thinking on 
year-end results, which include year-to- 
date actual performance plus estimates for 
the remaining months of the year. 

The above unit analysis form outlines 
the makeup of a departmental statement 
using a per cent of actual budget. This is 
a commercially prepared form which has 
pre-punched holes at the top. Special metal 
clips hold the pages in a binder. When in- 
setted the sheets will slide to the right or 
left, revealing only the outside columns 
so that trend information is readily avail- 
able for any desired number of months. 
This system eliminates the necessity of 
paging through monthly reports or pre- 
paring special worksheets to accumulate 
trend information. When filed the state- 
ments fold under each other and are only 
as wide as the sheet required to report 
one month's results. 

(Continued on page 288) 











Controllers’ Recommendations 





Re: Revenue Bill of 1954 (H.R. 8300) 


On December 23, 1952 the Institute’s National Commit- 
tee on Federal Taxation submitted to the Staff of the Joint 
Committee on Internal Revenue Taxation its recommenda- 
tions on nineteen topics. Some of these topics were further 
subdivided, so that in all there were about thirty proposals. 
Many of them were re petitions of items which had been sug- 
gested on previous occasions—in fact most of them had ac- 
tually been included in a presentation by the Committee on 


July 1, 1951. 


—W/ILFRED GODFREY, Committee Chairman 





N LOOKING BACK at the 1952 recom- 

mendations it is interesting to observe 
that one of them (relating to net long- 
term losses) had appeared, with minor 
modifications, in all submissions made by 


the Committee from March 1942 on- 
wards. A review of the earlier recom- 
mendations shows that many of them were 
ultimately adopted and incorporated into 
the law; others have been repeated, with 
little change, each time recommendations 
have been submitted to the Congressional 
Committees. Proposals to change the law 
as to all the following matters were in- 
cluded in the recommendations submitted 
in 1947, 1950, 1951, and 1953: 


Intercorporate dividends 
Penalty tax on consolidated returns 
Net loss carry-over (‘‘economic loss’’ 
theory ) 
Variances between tax and ordinary cor- 
porate accounting 
Liberalization of depreciation policy 
Transferees 
a. Statute of Limitations 
b. Carry-over of predecessor's rights 
—in nontaxable reorganization 
Capital losses—deduction of excess of 
net long-term losses 
Losses on investments in affiliates 


To the unpracticed eye this might look 
like a record of fatuity, or at least ineffec- 
tiveness. But the wheels of tax revision 
grind exceeding slow and patience and 
persistence are not only copybook maxims 
but harsh essentials in the mundane field 
of legislative progress. 

The thirty-odd recommendations, which 
the National Committee on Federal Taxa- 
tion presented in December 1952, had 
been in the course of preparation for sev- 
eral months but their presentation was ex- 
pedited as a result of a request from Colin 


F. Stam, Chief of Staff of the Joint Com- 
mittee. A similar request, for recommen- 
dations for improving the tax law, was 
made of many important organizations 
and large companies and the replies doubt- 
less provided a very sound foundation for 
the changes in the 1939 Code which are 
embodied in H.R. 8300. 

More changes will be made before H.R. 
8300 is enacted, but the tabulations on 
pages 285-87 show how the proposals 
fared and the situation at the time of writ- 
ing, i.e., before any action has been taken 
by the Senate Finance Committee. The pro- 
posals are shown first; and a second col- 
umn indicates whether they have been 
adopted in H.R. 8300 and, if not, whether 
they were approved in the President's 
Budget Message of January 21, 1954. 

A brief comment on the mechanics by 
which these recommendations are pre- 
pared might be of interest. The National 
Committee on Federal Taxation seeks to 
represent the best interests of the Insti- 
tute as a whole. For this purpose it is es- 
sential that it restrict its activities to mat- 
ters of broad application. It cannot fight 





the battles of single companies or of small 
groups and it must beware of special inter- 
ests. This is sound policy, not because of 
any idealism but because intelligent use of 
the Committee's time necessitates its dis- 
pase of the matters of broadest concern 
efore moving down the list to items of 
more restricted interest. 

When the Committee commences its 
studies with a view to making recommen- 
dations it is customary to circularize the 
members of the Institute asking for their 
suggestions. This is not a device to lighten 
the Committee’s work-load. On the con- 
trary, the reviewing and sifting of mem- 
bers’ letters is a long, arduous job—but 
one which must obviously be done if the 
final proposals are to be representative. 
This sifting process is carried out by sub- 
committees appointed for the purpose by 
the Chairman. The constitution of such 
subcommittees varies according to the na- 
ture of the problems. Thus there have been 
as many as three subcommittees operating 
simultaneously— one on income tax, one 
On excess profits tax, and a third on ad- 
ministrative matters. 

While the subcommittees are selected 
with a view to having one or more mem- 
bers with some degree of specialization, 
their decisions are not automatically ac- 
cepted. The views of a member with spe- 
cial qualification in a particular area of 
taxation are treated with respect but are 
not necessarily conclusive. The full Com- 
mittee carefully considers the recommen- 
dations of the subcommittees, and to the 
new suggestions it adds any prior recom- 
mendations which have not been adopted 
and which are still valid. 

The final step is the rewriting and edit- 
ing of the new proposals. As to any one 

(Continued on page 285) 


The massive federal tax revision bill approved by the 
House on March 18, 1954 (H.R. 8300), the first general 
revision in well over 50 years, is intended to effect a complete 
reorganization of the existing Revenue Code. In its 875 
pages, the proposed “Internal Revenue Code of 1954” in- 
corporates changes of vital importance to all business and 
professional men. Almost all changes would be retroactive. 


Tre CONTROULER.... cc czs 


$Seas ibis cbiaeesnten JUNE 1954 








Foreign Operations and the Controller 


The following excerpts on special problems facing the 
controller whose company is engaged in foreign investments 
are taken from a panel discussion at the 22nd Annual Meet- 
ing of Controllers Institute of America held in Boston, Mass., 
in September 1953. Panel participants included controllers 
with practical experience and noted foreign trade experts. 


BUSINESS OPERATIONS ABROAD 


William S. Swingle, president, 
National Foreign Trade Council, inc., New York: 


HE INTERNATIONAL COMMERCIAL OPERATIONS of the United 
States are growing constantly in importance to the nation’s 
business life and outlook. Each year 
since the end of World War II, the 
nation’s export and import trade in 
goods and services has exceeded $30 
billion in value. Another highly sig- 
nificant element in foreign commer- 
cial relations is that of investments. 
Direct investments of American pri- 
vate capital in enterprises abroad have 
eon’ a substantial total of about 
$15 billion at the present time. 

Foreign investment of private cap- 
ital has been described as the most 
overstudied and least understood sub- 
ject in the whole wide realm of foreign economic policy. 
In much of the flow of surveys, reports and proposals, one 
plain and essential fact tends to be overlooked or deliberately 
obscured. This fact is that no fundamental difference exists be- 
tween a domestic and a foreign investment when looked at in 
the light of the principal motive in each case, namely, to 
utilize capital in a productive enterprise to earn a profit. Once 
this fundamental idea is grasped, much of the misunderstand- 
ing surrounding private international investment is clarified. 

Conditions for investment in some quarters of the globe 
are quite favorable. In others, particularly in the less devel- 
oped lands where investment is sorely needed, conditions are 
by no means all that could be desired. There prevails a great 
deal of unfounded suspicion of private enterprise. There is 
far too much confusion regarding economic and social pol- 
icies. Advancement too often is held back by lack of individual 
spirit of accomplishment. Extreme nationalistic attitudes stand 
in the way of economic cooperation and progress. World ten- 
sions make for further uncertainties. In meeting current con- 
ditions, private direct investments abroad continue to be 
operated intelligently and on the right basis. Despite some ex- 
ceptions, caused chiefly by political difficulties and strong na- 
tionalistic movements, they are usually profitable operations 
contributing to the sound development of international com- 
mercial relations. 

While the underlying philosophy is the same for both do- 
mestic and foreign investment, companies entering into inter- 
national operations face certain risks and problems not en- 
countered at home. However, these risks can be realistically 
calculated and investments can be developed when the returns 
from all angles are commensurate. As time has shown, the 
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problems are susceptible to solution through experienced and 
good management. In initiating or developing foreign direct 
investments, investigation and analysis of the economic, social, 
political and legal environment of the foreign country must 
be undertaken. The record of previous or present treatment 
of foreign investment within the borders of any country goes 
a long way in determining the climate in which operations are 
to be carried on. The availability of raw materials, of capable 
labor at reasonable prices, and of adequate markets for prod- 
ucts are naturally important considerations. The need to de- 
velop or to retain sources of raw materials abroad can be an 
overriding incentive. Frequently operations are established 
abroad to hold certain maalils for products that would other- 
wise be unavailable because of tariffs or other measures set 
up to protect or develop local industry. Operations of private 
industry are the best means of carrying abroad the technical 
skills and know-how which advanced private enterprise can 
bring. 

The most successful foreign investments are those placed 
abroad on a long-range basis. They can contribute to the steady 
development and the stability of a country, and they are more 
apt to be made welcome and secure than investments under- 
taken in the less constructive spirit of rapid and temporary 
gain. For the long pull, the project must be basically an eco- 
nomic operation not dependent for survival on arbitrary un- 
realistic controls or government support. 


FOREIGN BRANCH PLANTS VS SUBSIDIARIES 


J. O. Waymire, treasurer, 
Eli Lilly & Company, Indianapolis: 


im METHOD OF FINANCING a foreign operation may be a con- 
trolling factor. If local equity capital of a foreign country 
participates in the venture, then a 
subsidiary should be organized. By 
having a separate subsidiary for a 
situation of this kind, all parties who 
participate in the formation of the 
re capital are more or less assured 
of their proper participation in manag- 
ing the affairs of the venture. When all 
equity capital is supplied by a United 
States company, the question then 
arises as to whether the proposed op- 
eration abroad shall be a branch or a 
subsidiary. 

While a multitude of United States 
companies are doing business one way or the other in many of 
the export markets, there are probably few, if any, firms which 
try to organize in exactly the same way for all markets. 

What factors then are generally to be considered? The cor- 
porate law of a foreign country is one of the most controlling 
factors. In fact, it really is the starting point. It should be 
studied for requirements with respect to the management or 
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supervision of the branch operation or of the foreign corpora- 
tion. If a foreign corporation is to be organized, it may be 
found that all directors need to be citizens of that country. It 
may be found that all directors’ meetings may be required to 
be held abroad. The complexity of the problem suggests that 
the controller consult his legal staff or have some competent 
person or group of persons review foreign laws for interpreta- 
tive or administrative regulations. 

If real estate is to be owned, it may be a requirement that 
only a company organized in the foreign country can qualify 
for the owning of real estate. On the other hand, there are 
countries where a qualified branch can do just about every- 
thing that a foreign corporation can do. Again, this can only 
be determined from a thoroughly detailed study. Hence, it is 
difficult to overemphasize the importance of having the cor- 
porate law of the country investigated very thoroughly and 
also of becoming acquainted with the interpretive and admin- 
istrative rules and regulations that apply. 

The nationalistic attitude of the country is also important. 
Certainly if a United States company wishes to enter a mar- 
ket, the nationalistic factor must be determined at an early 
date. If the United States company intends to become thor- 
oughly identified with the economy of a foreign country, this 
factor can be most important to the success of the venture in 
many markets. While there is a nationalistic feeling in all 
countries to a varying degree, the extremes between countries 
are far apart and should be appraised in any given situation. 

In a long-range plan for installation, if the proposed situ- 
ation is one of trial or testing the market, then a branch on 
that basis is likely to be preferred. If, later on, the area de- 
velops into an attractive and lucrative area for doing business, 
then a subsidiary can be organized to take over the operation 
of the branch. In other words, it is generally possible to 
change types of organization for any given area if the require- 
ments of the business so dictate. Also, laws and regulations 
may change sufficiently to warrant a change in type of organ- 
ization. 

While the size of the investment may not be a controlling 
factor, an extensive plant and property development on the 
company’s own real estate would quite often be better served 
by a subsidiary than a branch. Here, again, local conditions 
within the country would have a definite bearing upon the 
decision. 

The policy of a foreign country relative to profit remittance 
cannot be overlooked. While subsidiary dividends and branch 
profits are generally treated alike, the regulations should be 
explored because United States stockholders are not interested 
in owning unremittable foreign earnings, particularly if these 
earnings have accrued in the form of cash and cannot be used 
in the further development of the company on a world-wide 
basis. 

The possibility of repatriating equity capital either invested 
in a subsidiary or through a branch should be determined. 
While that is generally a remote problem, the United States 
company should determine what the rules are for each situa- 
tion. Also, it is not recommended that export business be 
entered into with the thought that it is temporary and the 
repatriation of capital is inevitable; it is just another one of 
those factors that should be considered. 

In considering any proposed entry into a foreign country, 
the costs of operation must be determined. In many lines of 
business import duties are one of the largest single costs of 
the operation. It should be determined whether or not the 
type of organization will control the basis of levying duties. 
This point can be developed after the intercompany relation- 
ship has been planned. 

Another large cost of doing business today in any form is 
that of corporate taxation. This is a very large subject within 
itself. With a branch organization, profits earned abroad are 
subject to United States tax treatment. Profits earned by a 
foreign subsidiary, on the other hand, are not exposed to 


United States tax treatment until dividends are paid. How- 
ever, it should be emphasized that the application of foreign 
tax laws to either a branch or a subsidiary should be studied 
most carefully in order to organize in such a way that maxi- 
mum return on a long-range basis can accrue to the United 
States stockholders. 

While the financial and legal aspects may receive first con- 
sideration, problems in other areas of the business should be 
considered, such as operating, sales and possibly engineering. 
All interested components of the organization should be 
brought into the problem in order that there will be a satis- 
factory over-all final result. The type of organization should 
be such that it does not hamper profitable results. 


INVESTMENT EXPERIENCE IN CANADA 


Joseph B. Lanterman, vice president and controller, 
American Steel Foundries, Chicago: 


PECIFIC PROBLEMS encountered by American Steel Foundries 
S in making an investment in Canada involve products solely 
for the railway industry. For years 
the operation had been conducted 
through a sales agent who had the 
products manufactured in Canada in 
accordance with specifications or, if 
satisfactory manufacturing facilities 
did not exist, the products were made 
in the United States and then shipped 
to Canada in the finished or semifin- 
ished state. As Canada and its indus- 
trial economy grew, it became appar- 
ent that it would be necessary to es- 
tablish manufacturing facilities in 
Canada in order to be in a position to 
participate in the intriguing potentials of this fast-growing 
country. 

After determining that it was desirable to have manufac- 
turing facilities in Canada, there were two important ques- 
tions to answer: 





MR, LANTERMAN 


1. What should be the capacity of these facilities? 
2. Where should they be located ? 


After market and other surveys were made to establish the 
current and future market potential and labor supply and 
labor attitudes were investigated (in this connection, the vari- 
ances that exist between areas with respect to rates of pay, 
hours of work, etc., are astounding) it was decided to estab- 
lish one plant in the Montreal district and one in the Winne- 
peg district because of the widespread railroad operations. It 
was then necessary to determine the capacity that would be 
provided initially and the ultimate capacity that could be 
utilized. 

The general area in which the plants would be located was 
determined by the market but the specific location within that 
general area was influenced by other very significant factors. 
The railroad industry, which would be the only customer for 
these products, consists, for all practical purposes, of two 
roads, the Canadian Pacific and the Canadian National. The 
logical choice, therefore, appeared to be a plant site at or close 
to a junction of these two roads that could be served con- 
veniently by a spur from both. The manufacturing process re- 
quired the consumption of large amounts of electricity and, 
therefore, it was desirable to be close to an adequate power 
source which could assure uninterrupted operations. A con- 
sulting firm was engaged to assist in choosing the specific lo- 
cation and two parcels of land were eventually purchased. 

At this point it was necessary to determine what to manu- 
facture, how much of it to plan to manufacture and the plant 
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site or sites at which it would be manufactured. Afterwards, 
there was the question of how to operate, i.e., what form of 
business organization was going to be employed. There are any 
number of forms that could be followed but serious considera- 
tion was limited to the following three: 


1. United States subsidiary of the parent corporation, pos- 
sibly established as a Western Hemisphere corporation. 

2. Branch of the parent corporation. 

3. Canadian subsidiary of the parent corporation. 


Because one of the principal objectives in going into Canada 
at this time was to establish an operation that would grow with 
the expanding economy, the ‘Canadian subsidiary” form of 
doing business was chosen. This form is followed in by far 
the majority of cases, particularly where the enterprise in- 
volves the construction or purchase of a manufacturing plant 
and the installation of machinery. 

A Canadian subsidiary can be either a Dominion or a Pro- 
vincial corporation and also either a private or public corpora- 
tion. Fees for incorporation are approximately the same re- 
gardless of type of corporation and, therefore, as a rule, are 
not an influencing factor. An enterprise that intends to do 
business throughout Canada, in most cases, should be incorpo- 
rated as a Dominion company because business can then be 
transacted in the various Provinces merely by securing certain 
licenses, complying with certain laws, etc. 

There is little difference between a private and a public 
company, and it is relatively easy to go from the former to the 
latter. The stock of a private company cannot be transferred 
except under certain conditions. Much more information has 
to be disclosed, naturally, on a public company than on a pri- 
vate company. 

Consistent with the objective of making the enterprise as 
Canadian as possible, a long-term loan with Canadian insur- 
ance companies was arranged for funds to finance, primarily, 
the buildings, machinery and equipment. Funds could have 
been secured in the United States at a lesser rate of interest, 
but the odds were that the benefits attainable from having 
Canadian funds in the operation would offset the penalty of 
a higher interest rate. 

Coincident with the completion of engineering details, the 
negotiation of contracts for construction and the placing of 
orders for machinery, a native Canadian was hired as the gen- 
eral manager. He has now spent a year in the parent plants be- 
coming familiar with products, plant layout and manufactur- 
ing processes. To operate on as a decentralized basis as possi- 
ble, written manuals on methods and procedures, standard 
practice instructions, etc., are being prepared so as to estab- 
lish the broad framework of policy within which the general 
manager can direct the affairs of the enterprise. Other super- 
visOry organization is being secured in Canada where avail- 
able. During the construction period and for the first months 


The Accounting for Foreign Operations Committee of the 
New York City Control of Controllers Institute has in prog- 
ress a continuing program to discuss specific accounting 
problems that arise through foreign operations. Included 
in the list of subjects to be discussed are: Principles and 
practices of deferment and recognition of profits; principles 
and practices of currency translation; treatment of specific 
items, such as barter transactions and exchange revaluation 
losses and gains; recording of entries on books of account 
where United States and foreign currencies are involved; 
and foreign tax credits. 
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of operations, possible up to a year, very close control will be 
exercised over that activity, but authority and responsibility 
will be delegated to the management of the subsidiary as soon 
as and as fast as practicable. 


PROBLEMS OF A WESTERN 
HEMISPHERE TRADE CORPORATION 


B. A. Olerich, treasurer, 
Abbott Laboratories International Co., Chicago: 


MERICAN FIRMS doing business under the Western Hemi- 
A sphere Trade Corporation Act of 1942 have certain ad- 
vantages; but they also have many 
disadvantages. To qualify under the 
Act, an American firm must do busi- 
ness in the Western Hemisphere and 
95% of the gross return for a three- 
year period must be derived from 
sources other than sources within the 
United States while 90% or more of 
its gross income for such a period 
must be derived from the active con- 
duct of a trade or a business. A do- 
mestic corporation qualifying under 
the Act receives a 27% credit against 
both normal and surtax and has a de- 
duction of $25,000 before assessment of surtax. Finally, 85% 
of the upstream dividends would be exempted from taxations 
in the hands of the parent. 

This means that a Western Hemisphere Trade corporation 
pays a tax of 38% on its income. On the remaining 62% when 
disbursed as dividends the parent would pay an additional 
4.836%. Thus the total tax incident at present is 42.836% when 
dividends are channeled to the stockholders of the parent via a 
Western Hemisphere Trade corporation as compared to 52% 
had the same income been received directly by the parent. 

The brevity and wording of the Act, which now comprises 
Section 109 of the Internal Revenue Code, gives rise to many of 
the problems. The term “‘active conduct of a trade or business’’ is 
difficult to define since there is a difference of opinion as to 
whether royalties or dividends can qualify as income resulting 
from the active conduct of a trade or business. Most of the con- 
troversy over the Act stems from the clause which states that in- 
come must be derived “from sources other than sources within 
the United States.’ Under present rulings, to qualify gross in- 
comes from sales as arising from sources outside of the United 
States, the firms must at a point outside the United States and 
within the Western Hemisphere (1) transfer title to the prop- 
erty and (2) pass to the buyer the beneficial ownership or risk 
and loss (in the event that the selling firm retains the bare 
legal title). 

Another important problem concerns the cost of acquisition 
of goods. The current Treasury Department ruling is that all 
transactions between parent and a subsidiary, organized to se- 
cure the benefits of Section 109, must be “on an arm's length 
basis.”” Many attorneys claim that the term “arm’s length” prop- 
erly applies to transactions between parties with adverse eco- 
nomic interests and could scarcely apply to the relationship be- 
tween a parent and a subsidiary. Most authorities believe the 
transfer price should be ‘‘cost’’ to the parent but admit that the 
area of argument concerns definition of “cost.” 

A final problem concerns insurance proceeds. There is a dif- 
ference of opinion as to whether such proceeds received by a 
corporation on goods lost in transit to a Western Hemisphere 
nation should be held to be income from sources within the 
United States. 

Section 109 represents needed legislation and the tax incentive 
offer, while attractive, represents only a meager loss of revenue 
to the Treasury. It is hoped that there will be legislation in Con- 
gress offering further inducements to foreign trade on the order 
of extending the benefits of Section 109 to a world-wide basis. 


MR. OLERICH 
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Transferring Corporate Control 

A new ruling by the IRS shows how a tax-free reorganiza- 
tion may be utilized to pass on the control and management 
of a close corporation. 


Annual Report of FTC 

Highlights of the FTC’s annual report to Congress for 
fiscal 53 include . . . a survey is being conducted by a 
management firm in an effort to improve the Commission's 
organization and speed up the handling of cases . . . the 
chairman has recommended the establishment of a Small 
Business Division within the Commission to keep small con- 
cerns informed and to expedite their matters through the 
Commission . . . during FY '53, 150 cases were handled 
of which 105 resulted in cease and desist orders and 45 cases 
were dismissed or closed . . . 23 of the cease and desist 
orders were antimonopoly cases and 82 were in the field of 
accepted practices . . . in its industry cooperation program, 
trade practice rules for five industries (millinery, hearing- 
aid, cedar chest manufacturing, industrial bag and cover, 
and portrait photography) were issued . . . informal stipu- 
lation-agreements to cease and desist from unlawful practices 
were accepted in 121 cases. 


Slow-downs Held Unfair 

NLRB has ruled that use of slow-downs and other unpro- 
tected harassing tactics by a union during negotiations con- 
stitutes a refusal to bargain in violation of the Taft-Hartley 
Act. In its ruling, the Board pointed out that T-H imposes on 
labor organizations the same duty to bargain in good faith 
which it imposes on employers and that under Supreme 
Court rulings the question of good faith is determined on all 
relevant evidence. This is the first time that NLRB has ruled 
that such tactics constitute a refusal to bargain. 


Statutory Debt Ceiling 

The federal public debt is still under the statutory limit 
of $275 billion. Some Treasury officials feel that the ceiling 
may have to be raised to take care of seasonally heavy govern- 
ment expenditures. 
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Competitive Injury 

The FTC has refused to apply the doctrine of “reasonable 
possibility” of injury to competition in a case involving geo- 
graphical price differences. The ruling states that “competi- 
tive injury, or a reasonable possibility thereof’’ must be af- 
firmatively proved to establish an unlawful price discrimina- 
tion in violation of Section 2(a) of the Clayton Act as 
amended by Robinson-Patman. 


Nondiscrimination Clause 

Under a new revision of this clause, contractors for the 
Federal Government will find that the term “discriminatory 
practices” now includes “employment, upgrading, demotion, 
or transfer; recruitment or recruitment advertising, layoff or 
termination, rates of pay or other forms of compensation, 
and selection for training, including apprenticeship.” 


Indexes and Inventories 

IRS will accept the December 1953 BLS price indexes for 
variety stores employing the retail and elective inventory 
method. Department stores employing the retail and elective 
inventory methods may use the January 1954 BLS price in- 
dexes. 


Qualified Bids 

The GAO has ruled that—in cases where a bid provides 
for assessment of liquidated damages for delays in delivery. 
a bid qualification making delivery schedule dependent upon 
a supplier’s delivery schedule is a substantial deviation from 
the terms of the bid and the bid, therefore, should be rejected. 


Deviations in Contract Bids 

According to a decision by the acting Comptroller Gen- 
eral, only deviations in bids which do not go to the substance 
of the bid and which do not work an injustice to other bid- 
ders may be waived. If the low bidder does not meet all the 
specifications, the contract may still be awarded to that bid- 
der if the unmet specifications do not affect the price, 
quantity or quality of the work. 


Pensions and Taxes 

IRS has ruled that an employe’s pension trust may qualify 
for income tax exemption even though the employer does 
not contribute to the fund, but obligates himself to pay the 
full amount of pensions to retired employes after their re- 
spective credits in the fund have been exhausted. 


Bafflegab and the FTC 


Businessmen and punsters may have less to complain and 
joke about if Chairman Howrey’s plan to have the FTC write 
its decisions in plain English rather than “‘federalese’’ is 
actually implemented. The hearing examiners are to abandon 
their formal and legalistic “findings” and adopt instead 
narrative and descriptive reports. The language of the FTC 
cease and desist orders is also to be “‘so clear that respond- 
ents will have no doubt as to what is expected of them.” 

—BENJAMIN R. MAKELA 
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*"Recordak’’ is a trade-mark 


=RECORDEK 


(Subsidiary of Eastman Kodak Company) 
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Foreign Aid: Point IV 
or Private Capital? 


Which is the better way to provide aid 
to foreign economies? One school advo- 
cates foreign aid programs along the lines 
of Point Four, which is designed to help 
economically underdeveloped countries 
improve their conditions by means of 
grants by our Federal Government; an 
Opposing viewpoint presents the case for 
this role being handled by private capital. 

Considering this matter, and with spe- 
cial reference to Western Hemisphere in- 
vestments by private American capital, a 
recent booklet issued by the Public and 
Economic Relations Bureau of New York, 
emphasizes that more constructive results 
can be, and have been, obtained by judi- 
ciously placed private funds than by gov- 
ernmental Point Four programs. He cites 
the case of one prominent American com- 
pany which has done pioneering work in 
Canada, Mexico, and a number of South 
American countries, and which, in each 
case, has refrained from forming subsid- 
iaries financed solely by the parent or- 
ganization in this country. Instead, the 
enterprises abroad have been financed as 
joint enterprises by local capital and the 
American company. 

Instead of a “glorified international 
WPA or a program which makes the 
economies of other countries conform to 
the blueprints of Washington,” Dr. Alex- 
ander S. Lipsett, author of the booklet, 
| calls for “a healthy, competitive business 
atmosphere, sound production and sales of 
distributive practices, stimulation of new 
markets, furnishing new incentives as 
| well as protection for investments, and 

wherever possible, tearing down unjusti- 
fied trade barriers.” 


| $5 Billion Invested 
by U. S. in Canada 


The Commerce Department said re- 
| cently U. S. investments in Canadian in- 
dustry total nearly $5 billion dollars. The 
| Office of Business Economics said such 
| investments have increased at a rate of 
| $500 million a year since 1950 when they 
| totaled $3.6 billion. The bulk is in manu- 
| facturing, but the fastest growing Cana- 
| dian investments since 1950 have been 
petroleum and mining. 





| Puerto Rico Trade 
with U. S. Growing 


Purchases in the United States for the 
| Commonwealth of Puerto Rico in the 
fiscal year 1952-53 were $452,260,000, 
an increase of slightly less than 10 per 
cent over the preceding year. In the same 
period, sales by Puerto Rico to the United 
States were $302,509,000, a gain of more 
than 27 per cent for the year. Largest pur- 
chases here were food products, amount- 
ing to $131,968,000 an increase of 9.3 
| per cent for the year. 
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Balance of Payments 
Estimates for 1954 


The international transactions of the 
United States, exclusive of exports of mili- 
tary end-items from this country under the 
Mutual Security Program, will total some 
$36 billion during 1954, it was estimated 
by the Balance of Payments Group of the 
National Foreign Trade Council in a study 
of over-all American foreign trade pros- 
pects. The comparable preliminary figure 
for actual transactions last year is almost 
identical. 

An amount of about $19.4 billion is ex- 
pected by the group to be currently avail- 
able to foreign countries during 1954, 
comparing very closely with the 1953 fig- 
ure. Nevertheless, a slight decline in 
United States exports of goods is antici- 
pated, owing in large part to the possibil- 
ity of “a drop in foreign demand for 
United States industrial products as a re- 
sult of increased local production and in- 
tensified competition by other sellers.” 

The volume of merchandise exports for 
the year is estimated at ye) ta a 
$11.8 billion, while imports of goods into 
the United States will amount to some 
$10.5 billion, according to the group's 
projections. These amounts compare re- 
spectively with the preliminary figures of 
$12.2 billion and $11 billion in 1953. The 
small anticipated decline in exports pre- 
supposes little if any relaxation in import 
and exchange restrictions abroad, despite 
a prospective further increase in foreign 
gold and dollar reserves. 

Taking into account American interna- 
tional expenditures on travel, transporta- 
tion and miscellaneous services estimated 
at $4.1 billion; offshore procurement by 
the United States Government with actual 
transfers of payments projected at $1.4 
billion; income payments on foreign in- 
vestments in this country, $400 million; 
unilateral transfers consisting of private 
remittances, governmental economic aid 
and others, $2.2 billion, and net United 
States private capital investments abroad 
including market operations of the In- 
ternational Bank for Reconstruction and 
Development, $800 million, the group ar- 
rived at the estimate of $19.4 billion in 
current foreign dollar availabilities. This 
includes the $10.5 billion estimate in con- 
nection with merchandise imports. 

Utilization of dollars currently avail- 
able to nations abroad during 1954 was 
projected in terms of United States mer- 
chandise exports of $11.8, foreign ex- 
penditures on American travel, transpor- 
tation andgmiscellaneous services of $2.7 
billion, and income on United States capi- 
tal investments abroad of $2 billion. 


Foreign Business Guide 

The United States Council of the Inter- 
national Chamber of Commerce has issued 
a guide book, “Doing Business Abroad,” 
for companies interested in international 
business operations. 
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LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


TJeleds, Ohio 


Twenty members of the Toledo Control 
of Controllers Institute of America and 
25 guests, including professors of Busi- 
ness Administration and students, were 
present at the annual educational dinner 
meeting held in collaboration with the 
University of Toledo and the Bowling 
Green State University on April 1. Scrolls 
were presented to the outstanding senior 
business administration student of these 
universities by John M. Robinson, vice 
president of the DeVilbiss Company and 
president of the Control. 

Left to right above are: Mr. Robinson; 
O. Devere Line, outstanding TU student: 
Wilbur Smith, runner-up at Bowling 
Green; and Jerry B. Helwig, outstanding 


The meeting featured a panel discussion 
by Control members W. E. Watson and 
H. M. Brown assisted by R. L. Floyd of 
Arthur Young & Company, on “Which 
Way Shall I Go?” 


Daylon, Okéo 

On March 11 the Dayton Control of 
Controllers Institute celebrated the 15th 
anniversary of its charter with a dinner 
meeting at the Van Cleve Hotel in Day- 
ton, Ohio. William L. Sanders of the 
Dayton Daily News addressed the group 
on ‘“What’s Happened in Business the 
Last 25 Years.” 

Among those present for the festivities 
(left below) were: (seated left to right) 
Warren Webster, 1943-44 president of 
the Control; Harry J. W. Fravert, current 


Control president; the speaker, Mr. Sand- 
ers; and W. R. Hewell, first vice president 
of the Control. (Standing left to right) 
R. W. Sandburg, national vice president, 
Region VII of Controllers Institute; K. Y. 
Siddall, 1948-49 national president of 
Controllers Institute; Walter A. Smith, 
vice president, Cincinnati Control; and 
Robert Rogers, second vice president, of 
the Control. 

Philadelphia, Pa. 

The 1954 Distinguished Alumni Award 
of the University of Pennsylvania’s Eve- 
ning School of Accounts and Finance was 
presented to Allen L. Fowler, (left below) 
president of Controllership Foundation, 
research arm of Controllers Institute, by 
Clarence L. Turner, CPA, chairman of the 
Awards Committee, (right below) at a 
celebration dinner on April 26 commemo- 


rating the school’s 50th Anniversary. Mr. 
Fowler, a member of the Class of 1921, is 
a director of Day & Zimmermann, Inc., 
Philadelphia, and is manager of the firm’s 
investigation and reports department. He 
is completing his second term as president 
of the Evening School Alumni Society and 
was cited “for generous and outstanding 
services to the University.” 
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Mr. Fowler's activities in Controllers In- 
stitute affairs include service as president 
of the Philadelphia Control, 1947-48; 
national director, 1949-52; chairman of 
the national Budget and Finance Commit- 
tee, 1949-51; and vice president, Region 
III, 1951-52. He is a trustee of Controller- 
ship Foundation and a member of its Re- 
search Executive Committee. 


New York City 

Percival F. Brundage, a past president 
of the American Institute of Accountants 
(1948-49) and 
president of the 
National Bureau 
of Economic Re- 
search, was ap- 
pointed, on May 
3, Deputy Direc- 
tor of the Bureau 
of the Budget by 
President Eisen- 
hower. Mr. 
Brundage was a 
sin: tain partner in the 
i New York ac- 
counting firm of Price, Waterhouse and 
Co. Mr. Brundage succeeds Rowland R. 
Hughes, who was recently named Chief 
of the Budget Bureau following the resig- 
nation of Joseph M. Dodge to return to 

the banking business in Detroit. 


Los Angeles 


Norris E. Poulson, mayor of Los An- 
geles, and Samuel Leask, Jr., city adminis- 
trative officer, 
were honored 
guests at the May 
20 meeting of 
the Los Angeles 
Control of Con- 
trollers Institute 
of America. The 
principal address 
was given by Mr. 

Leask, who dis- 

cussed “‘Financ- 

ing the Opera- MR. POULSON 
tions of a Grow- 

ing City.” He described the city's perform- 
ance budget procedure, expense control 
program, planned changes in audit ap- 
proach, and the broad roblems of financ- 
ing the operations of the City of Los 
Angeles. 

Prior to entering governmental service, 
Mr. Leask had wide experience in mer- 
chandising and finance as vice president 
of the May Company, Los Angeles, from 
1938 to 1942, then as vice president of 
J. W. Robinson Company, 1943-1951. 

Mayor Poulson, former member of the 
House of Representatives and in his sec- 
ond year as chief executive of the nation’s 
third largest city, is a certified public ac- 
countant by profession and, as such, is 
vitally interested in the activities and ac- 
complishments of Controllers Institute. 
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The Guaranteed Annual Wage 


(Continued from page 261) 


since, as previously mentioned, they indi- 
cate that one reason for the drive toward 
company programs is to get greater pres- 
sures to support increased benefits under 
federal- and state-financed programs. If 
a group that has studied the question at 
great length cannot take a firm position, 
there may be a reasonable assumption that 
present methods are the best solution. 
However, it would be sound to summarize 
briefly some of the advantages and disad- 
vantages of each. Before doing this, it is 
well to reiterate two points. First, in the 
final analysis both programs require that 
the corporate entities put up the cash to be 
expended. Second, the point of discussion 
is how to finance the cost of unemploy- 
ment due to economic layoffs, not the cost 
of spreading work over a soundly devised 
vel nape schedule. 

There are many obvious advantages in 
company-financed plans: 


1. They can be tailor-made for the par- 
ticular industry. 

2. It is reasonable to assume that a com- 
pany-financed plan would be better 
thought through than a program 
adopted by the somewhat unscientific 
method of our normal political proc- 
esses. 


COST CONTROLS IN PENSION PLANS 
Paul A. Warner 
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3. The company guaranteed-wage plan 
would probably produce more direct 
pressure on the business to plan its 
production schedules to minimize the 
impact of uneven labor requirements. 

i. In comparison with present state-fi- 
nanced programs for unemployment 
insurance, there is a strong likelihood 
that there would be greater equity in 
the level of benefits beyond marginal 
wage levels because present state plans 
do not recognize wage differentials ex- 
istent during employment at higher 
levels of payment. 

. It is probable that there would be less 
chiseling under a company-adminis- 
tered plan. This point requires some 
clarification. There can be no doubt 
that many of the claims made under 
state plans are improperly filed and it 
apparently is true that a great many 
state officials tend to protect claim- 
ants, even though the claims may have 
been unsoundly based. Too many cor- 
porations do not follow-up in review- 
ing charges made against their merit 
rating and for this reason it is possible 
for people who have no desire to work 
to obtain unemployment insurance. 
Corporations that permit this condition 
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to exist are subject to public criticism. 
For some reason this particular phase 
is the underlying cause of unions’ ob- 
jections to merit rating. In the instances 
where industry has done its duty by 
making every effort to be sure that 
claimants were justified, the unions 
have criticized the companies for do- 
ing what is morally correct. 

. Under certain conditions it is essential 
to get a sound distribution of cost to 
proper accounting periods and it is 
possible that under a company plan this 
could be achieved more readily than 
under a public form of unemployment 
insurance. 

Several comments on this point are 
advisable. The principal difkculty in 
achieving sound costing under a com- 
pany plan is the lack of estimates of 
future liability. However, estimates can 
be made which might be convincing 
in the cases where it is important that 
the liability be tied into the actual pe- 
riod when the work is performed. The 
principal instances where this is of 
great importance would be under price 
redetermination or renegotiation. Un- 
der a merit-rated state plan, the costs 
are generally charged shes the fact by 
the route of higher rates and not dur- 
ing the employment period. Of course, 
there is one possible method of attain- 
ing some element of proper cost distri- 
bution, even under a state-financed pro- 
gram, since many of the state plans per- 
mit voluntary contributions. These 
could be made during the period when 
work is being done on the government 
contract and such charges would then 
become acceptable charges during the 
period when the cost determination 
was in force. 

. The last major advantage in company 
plans is due to the provisions of Sec- 
tion 7(b)(2) of the Wage and Hour 
Law of 1938, which has been sub- 
stantially copied in the laws of certain 
states. Under specified conditions these 
provisions permit the elimination of 
premium pay for more than 40 hours 
of work in a week. This could permit 
a seasonal type of business to operate 
a smaller labor force at a high level 
during peak periods without attendant 
cost penalties. The offset would, of 
course, come during periods when 
work requirements necessitated some 
layoff of such a labor force. However, 
this condition would only be effective 
if it were possible to plan production 
schedules so as to adopt a program of 
controlled employment. 


It is easy to understand why there can 
be strong pressures in favor of guaranteed 
annual wage plans when this imposing list 
of pros is examined. However, all these 
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points presuppose an open-minded ap- 
proach to the problem by both parties and 
the absence of strong-arm methods so 
often evident in labor negotiations. More- 
over, many of the points mentioned dealt 
more with the area of stabilization of em- 
ployment, which was a primary factor in 
most of the items, rather than the financ- 
ing of unemployment in cases where the 
economic situation underlying the business 
was such that it would be impossible to 
induce stabilization. Such a _ condition 
weakens the impact of the benefits deriv- 
able from this method of financing when 
it is related to the fundamental objective 
which we are now appraising, namely, 
how to finance when it is impossible to 
stabilize employment. 

In a review of the state-financed pro- 
grams many advantages are also evident: 


1. Present tax laws are a major factor 
in favor of the state programs inas- 
much as the benefits paid are not sub- 
ject to income tax and in this way the 
unemployment cost to the company 
can be related more closely to spend- 
able funds in the hands of the worker. 
As present income tax laws are written, 
this represents a major hurdle in the 
face + act of true unemployment 
compensation by an individual com- 
pany. 

. State financing operates even under 
merit rating on the principle of spread- 
ing the risk and, thereby, giving the 
workers an element of protection that 
is not present in a company-financed 
program. 

. From the standpoint of equity to the 
whole body of workers, the state-fi- 
nanced program would take in those 
who were employed by corporate units 
that would not be in a position to pro- 
vide any sound method of financing. 
In the terms of national welfare, this 
is a very major factor. If every organ- 
ized employe in the country came un- 
der a company-financed program, about 
one quarter of the working population 
would be covered. The larger percent- 
age of our labor force is employed by 
business units too new or too small to 
build up adequate reserves. 

. In view of the fact that consideration 
of employment stabilization was neces- 
sary before discussing the question of 
company financing, one must look first 
at the general picture as it relates to 
certain industries in the country. Here 
we see that antitrust laws lie athwart 
the areas of employment stabilization 
in many industries where it would be 
necessary for various corporate units to 
combine in a program to obtain effec- 
tive work stabilization. To a layman 
the automobile industry would seem 
to be a classic example of this. It must 
be borne in mind that to be practical a 
company plan must be geared into a 
program designed to maintain stability 
of employment or it could quickly 
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force some companies into bankruptcy. 


. There is a matter of 7 involved 


from the corporate standpoint. If cer- 
tain corporations do provide for the 
factor of economic unemployment, 
there would be an element of subsidiz- 
ation inherent in payments that were 
made to their workers while they were 
concurrently making payments into un- 
employment funds which are being 
used for the whole body of industry. 
There has been no suggestion to date 
that payments made into a company 
plan should be taken as exemptions 
against requirements for deposits to 
state unemployment insurance funds. 
Under such conditions those compa- 
nies which had adopted guaranteed 
wage plans would be subsidizing to 
some extent the companies that did not 


- ly 


6. 


have any company plan but relied 
solely upon state unemployment in- 
surance. There are already too many 
examples of subsidization in our na- 
tional economy, most of them induced 
by politics, without further undermin- 
ing our national structure by introduc- 
ing additional situations. 

Investment of reserves is a program 
that has already been worked out under 
state-financed programs. Under com- 
pany programs this presents a very 
major problem. If reserves are merely 
invested in the assets of the business, 
the worker has no protection beyond 
the ability of the company to retain 
liquid resources to meet its obligations. 
Because the liability generally arises 
during periods of depression, this 
could produce an unreasonable strain 
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upon the managements of most com- 
panies. If a trust fund is established, it 
is a problem to determine the proper 
size. Too little provides no protection 
and yet, in the case of an individual 
company, violent swings in production 
levels could be such as to make any 
program relying solely on one com- 
pany’s contributions completely devoid 
of protective features. On the other 
hand, excessive contributions may 
pump productive assets out of the busi- 
ness and result in an irreparable cost 
disadvantage. As indicated before, ac- 
tuarial tables are not available and for 
this reason some estimates of future 
liability would appear to be difficult to 


make. 


From the standpoint of pure financing, 
it would appear that on balance, if for 
no other reason, the state program is the 
one that must ultimately be relied upon. 
The cost advantage under present income 
tax laws is one that cannot be overlooked. 
However, this does not presuppose that 
present levels of benefits under the state- 
financed programs are necessarily soundly 
devised. It is quite possible that maximum 


| payment levels today present some inequi- 
| ties. Moreover, there is no information 


that would prove that the present rates of 


| ° . 

| corporate contribution would adequately 
| Measure up against requirements of fu- 
| ture recessions. Government, business and 


labor should seek sounder answers to 
these points. 


AREAS OF STUDY 


From the standpoint of business, the 
major area of study should not be in the 
direction of the financing for economic 


| unemployment, but in the direction of at- 
| taining stabilized employment with pro- 


grams modeled along the lines of Hormel, 
Procter & Gamble and Nunn-Bush. 


| Achievement of significant advances in 


this field could well serve both corpo- 
rate and employe interests. To work out 
such programs, unions would have to co- 
operate with management and would have 
to be willing to give a little in order to 
get a little. By jointly attacking the prob- 
lem in the spirit of harmony, but without 
having the unions impinge on manage- 
ment’s right to run the business, it should 
be possible to ascertain where employment 
stability may be improved under existing 
antitrust laws and thereby serve the en- 
tire national good. 
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space, greater record visibility, rapid adjust- 
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complete package that has no equal in economy 
or efficiency. 
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comprehensive study of depreciation of 
significance to management and public 
policy alike. The book was prepared 
under the direction of MAPI Research 
Director George Terborgh, with the 
counsel and assistance of the MAPI 
Special Committee on Federal Taxation 
and with the approval of the MAPI 
Executive Committee. 
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PROVIDES a basis for management review of 
depreciation accounting methods, documenting 
a realistic foundation for measurement of de- 
preciation costs 

PRESENTS a sound basis for more informed 
and intelligent decisions on matters of manage- 
ment policy affected by depreciation allowances 


SERVES as an important tool for company con- 
trollers and general management, as well as for 
public accountants, tax lawyers and manage- 
ment consultants 


1S PARTICULARLY timely because of current 
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Reviewed by ALLEN H. OTTMAN 


It is the dream of most business execu- 
tives to write a book in which they can 
impart their ideas on specific business sub- 
jects, on controversial questions of the day 
or on their philosophy of life. Few busi- 
nessmen realize this dream and of these 
few, a large percentage make the grievous 
mistake of writing on subjects about which 
their knowledge is unfortunately limited. 
| Frederick Eisner did not fall into this 

fatal trap. In his book he presents an ac- 
| tual step-by-step program, based on his 35 
| years of experience as a certified public 
| accountant and as controller of medium- 
| sized companies, for installing and oper- 
| ating an accounting system specifically 
| designed to record, measure and control 
distribution expenses against objective 
standard and/or budgeted costs. 





PROFIT ANALYSIS, DISTRIBUTION COSTS AND 
WORKING PAPERS* 


By Frederick M. Eisner 


The various methods of setting the 
standards and budgets are described in de- 
tail as well as the recommended reports for 
the reporting and control of actual expend- 
itures against such standards of perform- 
ance. The book is profusely illustrated 
with charts, tables, graphs, report formats, 
etc., throughout its 364 pages. 

Although the profit and expense control 
system described by the author was drawn 
from and geared to the operations of a 
wholesale warehouse type of operation in 
which Mr. Eisner is now and has been 
primarily employed, the principles and 
practices described could be advanta- 
geously applied to most manufacturing en- 
terprises having factory branch ware- 
house and branch office operations. 


‘ Published by the author in bound mimeo- 
graph form. Address 70 Linda Avenue, White 
Plains, N. Y. $10.00. 


INDUSTRIAL PENSIONS* 
By Charles L. Dearing 


This book presents an original survey 

of this most recent development in the 

| quest for economic security in old age. It 

| explores numerous aspects of these new 

| pension arrangements; it examines the 

basic economic principles and facts which 

| underlie industrial pensions; considers in 
| detail the limitations of existing pro- 

| grams; and offers a new basis on which 
| private and public policies can be formu- 
| lated. 
| There has been incomplete understand- 
ing of the existing and potentially far- 

| reaching effects of private pension pro- 
| grams upon the nation’s economic struc- 
| ture and the probable need for a critical 
| reappraisal of government policies in- 
| volved. The present study brings these 
| problems into focus and perspective. It 
| defines the major factors since 1949 which 
have had a significant influence on indus- 

trial pension programs. The structure and 

operation of these programs are evaluated 


and some possible cures for the defects 
that have emerged are examined. 

The 1950 coverage and cost of private 
pension programs are projected for 1960. 
The long-range investment implications of 
the projected expansion of industrial pen- 
sions are then explored, with particular 
attention to the possible effects of pension 
financing on new capital formation and 
investment outlets. The present study also 
examines the considerations which should 
guide decisions on legal responsibility for 
industrial pensions and deals with the 
issues involved in mandatory collective 
bargaining over pension benefits and fi- 
nancial support. 

This book will be of keen interest and 
value to students of the over-all problems 
of an aging population; to managers of 
pension funds concerned with possible de- 
ficiencies in their present programs and 
the outlook for investment of these funds ; 
to management and labor with respect to 
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their mutual problems in pension one: 
ments; and to economists and policy off- 
cials concerned with the significance of 
industrial pensions in formulating deci- 
sions involving social, labor, economic, 
and tax problems. 


* Published by The Brookings Institution, 722 
Jackson Place, N. W., Washington 6, D. C. 
$3.75. 


AMERICAN FOREIGN 
ASSISTANCE* 


By William Adams Brown, Jr. and 
R. Opie 


Over $90 billion of foreign assistance 
has been made available by the United 
States during the 12 years 1941-1952. 
This support as an instrument of Ameri- 
can foreign policy has raised many com- 
plex and controversial issues. 

The record of this assistance from 
Lend-lease to Mutual Security is anal- 
yzed in detail. The authors examine the 
circumstances giving rise to the various 
assistance programs in Latin America, 
Europe, the Orient and elsewhere. They 
trace the programs, analyze the policy 
issues that arose, and appraise the results 
achieved. 


* Published by the Brookings Institution, 722 
Jackson Place, N. W., Washington 6, D. C. 
$6.00. 


GUIDE TO THE 1954 TAX 
REVISION BILL* 


Many business and professional men 
will want a quick view of how the new tax 
revision bill could affect them. A check list 
to accompany the title under review on 
preventive tax planning is designed for 
that purpose. The list consists of a series 
of simple questions about the transactions 
and situations which are common in both 
personal and business affairs. The ques- 
tions are grouped under six main catego- 
ries. Each question has a page reference to 
a nontechnical explanation of the point in 
“Guide to the 1954 Tax Revision Bill.” 


* Published by Research Institute of America, 
Inc., 292 Madison Avenue, New York 17,N.Y., 
$1.00. Quantity discounts available. 


REGULARIZATION OF 
BUSINESS INVESTMENT* 


A Report of the National Bureau of 
Economic Research 


The question this book raises and 
helps to answer is whether the entire re- 
sponsibility for preventing the next de- 
pression is to be left to government or 
whether a leading role can be assumed 
by private enterprise, through regulariz- 
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ation of investment expenditures. 
Twenty-six leading economists, from 
academic halls and business offices, dis- 
cuss the extent to which regularization 
is possible, the factors affecting it, and 
the ways in which it might be accom- 
plished. 

In the first part of the book regulariza- 
tion is considered from the viewpoint of 
the firm. Initially in general terms and 
then for specific industries such as build- 
ing materials, industrial machinery and 
equipment, petroleum, railroad and elec- 
tric utilities. The second part of the book 
takes up other objectives of manage- 
ment and conditions in the external en- 


vironment as they affect investment de- 
cisions. 

In the final part of the book three 
noted economists summarize and ap- 
praise the findings of the participants in 
the volume. Throughout the book there 
are comments on the individual papers. 





* Published by Princeton University Press, 
Princeton, N. J]. $8.00. 
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WEALTH. Edited by R. S. Sayers. Ox- 
ford University Press, 114 Fifth Ave- 
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NSTALLATION of the Navy Industrial 
Fund at the Naval Gun Factory is ex- 
pected to be completed by July 1, accord- 
ing to James E. M. Brown of the Navy 
Comptroller's Office. In an address at the 
Gun Factory, Mr. Brown pointed out that 
the NIF is set up to act as an instrument, 
as recommended by the Hoover Commis- 
sion, for the promotion of economy and 
efficiency through establishment of uni- 
form budgetary and fiscal procedures and 
organization. 

The Navy Industrial Fund is a working 
capital fund. Money will be made avail- 
able to the Gun Factory in somewhat the 
same manner as working capital is avail- 
able to a business — In a busi- 
ness corporation working capital is ac- 
quired through the sale of capital stock. 
The NIF working capital will be made 
available by the Government. That is, the 
Gun Factory in general will have a sum of 
money to pay its operating cost. As money 
is spent from this Fund, it will be reim- 
bursed by charging the total costs of labor, 
material and services directly to customer 
orders for which such costs are incurred. 

The Fund will be used to provide a 
more effective means of controlling the 
costs of goods produced by industrial type 
establishments such as the Gun Factory, 


| and a more effective and flexible means of 


financing, budgeting and accounting for 
such operations. Industrial establishments 
operating under the Industrial Fund will 
be enabled more effectively to discharge 
their responsibilities by a separate financ- 
ing of their operations, and by budgeting 
and accounting according to commercial 
methods rather than the more cumbersome 
methods of appropriation accounting. 

It is anticipated that the NIF will pro- 
vide a more direct and simplified method 
of financing than under the present ap- 
propriation type of accounting. Goods and 
services furnished by the Gun Factory will 
be budgeted and accounted for under the 
program or functions for which they have 
an end use. 

The NIF will give the master mechan- 
ics and plant supervisors a greater share 
in the management of the plant. They will 
be required to participate actively in the 
preparation of all estimates for produc- 
tive work to be performed in the shops, and 
will submit quarterly and annual budgets 
for the indirect costs of their respective 
shops. 

The chart of accounts proposed by the 
NIF panel will contain account numbers 
| against which indirect costs will be lodged. 
| These costs will be accumulated by type 
| through the medium of electric accounting 
| machines and reported monthly in the fi- 
| nancial statement prepared by the Comp- 
| troller Department. The quarterly budget 
| will be broken down into monthly seg- 
| ments and the actual expenses compared, 





Business Accounting in the Naval Gun Factory 


item by item. In addition the total to date 
amounts both actual and budget will be re- 
ported so that the plant supervisors can 
visualize whether they are living within 
their budget. It may be that one month's ac- 
tual, might be out of line with one 
month's budget, but by reporting the total 
to date the plant supervisor is placed in 
the position of taking corrective action in 
time where such is indicated. 

In conclusion Mr. Brown pointed out 
that “the success of the system hinges 
upon the accuracy of the first recorded 
transaction of labor distribution or mate- 
rial distribution made in the various shops. 
We will have an opportunity just before 
the cut-over date to assist in this work, 
but the direction which each of you exer- 
cise over your several departments will 
have its impact upon the successful oper- 
ation of the Navy Fund system.” 

Mr. Brown is the senior member of the 
Fund’s Working Panel. He has had exten- 
sive experience in the comptroller field 
both in government and in private indus- 
try. He has served on working panels of 
several Bureau of Ordnance activities now 
operating under the NIF. 

Mr. Brown is a well-known certified 
public accountant of London, England, 
and a member of Controllers Institute of 
America, the National Association of Cost 
Accountants, the Association of Certified 
and Corporate Accounts, the Federal Gov- 
ernment Accountant Association, and the 
Armed Forces Management Technicians 
Association. 

He has been Comptroller of industrial 
organizations, and worked on one of the 
task forces for the Hoover Commission. 
Upon completing a two year tour in Eu- 
rope and the Middle West as Chief of Fi- 
nance and Administration for a major 
United States project, he joined the Navy 
Comptroller's Office where he is in charge 
of the Ordnance Installation Section of 
the Industrial Systems Branch of the 
Comptroller's Office. 


Research Outlays 
Reported at Peak 


Private and government spending for 
industrial research reached a new high last 
year, according to Dr. Paul Schwarzkopf, 
president of American Electro Metal 
Corp. 

He added that funds spent by industrial 
concerns and the Government for research 
continued to advance at a steady pace in 
1953, rising well above the 1952 figure of 
$2,930,000,000. 

He estimated that research expendi- 
tures, not including the Federal atomic en- 
ergy program, reached $3,200,000,000 in 
1953, an increase of more than 8 per cent 
for the year. 
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Controllers’ Recommendations 
Re the Revenue Bill of 1954 


(Continued from page 267) 


proposal there may be a number of per- 
suasive arguments, deriving from mem- 
bers’ letters or from the Committee's own 
considerations. These arguments must be 
combined. Some of them may have been 
presented in great detail; others may be 
terse—on the assumption that the reader's 
background will fill in the aps. The pro- 
posals must be appropriately boiled down 
or expanded to achieve some reasonable 
measure of uniformity so that the space de- 
voted to each recommendation bears a 
suitable relationship to its significance. 

The tax fraternity is noted for its high 
Eeene of “jargoneers.”” They may 

now what they are talking about, but to 
those beyond the charmed circle their lan- 
guage is a strange medley of sounds. And 
while the recommendations are to be con- 
sidered by expert governmental groups 
which are fully acquainted with the lingo, 
they should also be as intelligible as possi- 
ble to the lay reader. The final document, 
after being edited and substantially rewrit- 
ten, is then reproduced for transmission to 
the appropriate Congressional Committee 
or the Staff of the Joint Congressional 
Committee on Internal Revenue Taxation. 

So, out of this welter of recommenda- 
tions by members of the Institute and of 
the Committee and from the arguments, 
the refinings, and the editings, there 
emerges the final group of proposals. This 
is seldom as close to perfection as the Com- 
mittee would desire, but the suggestions 
have proved in general to be sound and 
statesmanlike and, within the limitations 
of available time, well presented. In some 
respects they represent the basic sugges- 
tions as to corporate taxation. 

Many similar, or even identical, pro- 
posals are submitted by other organizations 
—particularly professional and _ trade 
groups. But the controller is the man with 
the first-hand knowledge. The difficulties 
which these suggestions are designed to 
cure, or at least alleviate, are not abstract, 
theoretical problems to him. They are right 
in front of him and he needs no one else 
to bring them to his attention. For this rea- 
son, if for no other, the views of Control- 
lers Institute should represent a notably 
prompt response to the impact of federal 
taxation On corporations. 

From time to time the Committee has 
been requested to discuss (either en banc 
or by a selected group) its recommenda- 
tions with the Joint Committee Staff or 
representatives of the Treasury. The thor- 
ough consideration which the recommen- 
dations receive at the hands of these two 
groups makes an appearance before Con- 
gressional Committees unnecessary—par- 
ticularly in view of the limitations on the 
time of the Congressional Committees 
themselves. However, such appearances 
have been made when that course has 
seemed desirable. 


Recommendations for Revisions in the Internal Revenue Code as Submitted 
to Joint Committee Staff by Controllers Institute on December 23, 1952 


I. LIFO 

(a) Replacement period for 1941-1947—involun- 
tary liquidations should be extended at least 
through 1955. 

(b) Replacements should be applied, first to invol- 
untary liquidations of 1941-1947 period, then 
to 1950-1953 period (before being applied to 
1948-1949). 

(c) Income of year of involuntary liquidation 


should be adjusted by difference between inven- 
tory cost and current replacement cost. Differ- 
ence between such current cost and replacement 
cost as determined in the year of actual replace- 
ment could be adjusted in such year. If replace- 
ment is not made, interim adjustment should 
be reversed in last year in which replacement 
would have been recognized. 


II. Employe Benefits 


(a) 


(b) 


(c) 
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Death Benefit 

Exclusion from income of beneficiary of up to 

$5,000 of death benefits paid by employer 

should extend to noncontractual payment. 

Stock Options 

(1) Employe’s estate should have right of ex- 
ercise for limited period. 

(2) Provisions should be extended to cover 
options expressed in terms of percentage 
of market value at some future date. 

(3) Modification, extension, or renewal should 
be treated as new option and fair market 
value of stock at that time should be taken 
into account. 

(4) Recognition should be given to broad type 
of options available on nondiscriminatory 
basis in proportion to salary levels to all 
employes meeting minimum service re- 
quirements. 

Pension and Profit-Sharing Plans 

(1) Value of survivor's rights should be ex- 
empted from estate and gift tax. 

(2) Net taxable estate of employe dying in 
service should be credited with any tax 
payable by estate or beneficiaries with re- 
spect to income receivable from _profit- 
sharing plan (i.e., total tax should not be 
greater than if employe lived and paid 
the tax on the income thus reducing his 
estate). 

(3) Capital gain treatment should be extended 
to 
(a) lump-sum payments by qualified 

nontrusteed plans and 
(b) such payments after retirement. 

(4) Consolidated Groups—Where more than 
one corporation is covered, plan should be 
considered as plan of one employer for 
purposes of limitations in 23(p) and 165. 


If various limitations can be applied to the 
separate corporations by reasonable actu- 
arial methods, taxpayer should be allowed 
to choose consolidated or separate method. 


* Recommendation resubmitted (to Senate Finance Committee) on April 29, 1954. 
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Recognition in HR-8300 








Not adopted* 











Not adopted* 












Not adopted* 











Adopted 










Adopted 








Adopted 












Adopted 











Not adopted* 







Adopted, as to payments 
to beneficiaries 















Value of payments to 
beneficiaries excluded 
from estate 












Adopted (as to annuity 
contracts ) 
Substantially adopted 










Not adopted* 








Not adopted* 
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Recommendations for Revisions in the Internal Revenue Code as Submitted 


to Joint Committee Staff by Controllers Institute on December 23, 1952 


(Continued from page 285) 


Consolidated regulations should provide 
for deductions on consolidated basis— 
similar to present treatment of contribu- 
tions. 


III. Bad Debt Recoveries 


Section 22(b) (12) should be extended to cover tax- 
payers using reserve method of accounting for bad 


debts. 


. Deductions 


(a) Expenses—Reasonable accounting principles 
consistently applied should be accepted (con- 
trast South Tacoma case—income received in 
advance, Keller-Dorian case—deduction of 
various taxes). 

Stamp Taxes—Taxes on issuance of stock or se- 
curities should be allowed as a deduction. 

Loss on Investment in Afhliate—95% stock 
ownership requirement of Secs. 23(g) (4) and 
23(k)(5) should be reduced to 25%. 
Depreciation—Any reasonable method (in- 
cluding declining balance) should be accepted. 
Once year has been audited depreciation should 
not be changed later except for correction of 
mechanical errors. 


. Intercorporate Dividends 


These should be excluded from gross income. 


. Improper Accumulation of Surplus 


(a) Burden of proof should be on Commissioner 
provided taxpayer files statement listing in de- 
tail reasons for accumulation. 

(b) Dividends paid within 75 days of year end 
should be deductible in determining accumula- 
tion of that year end. 

(c) Penalty should not be applied to reasonable 
portion of accumulation. 

(d) Escape similar to that allowed to personal hold- 
ing companies by Sec. 506 should be allowed. 


. Transfer to Subsidiary of Assets Acquired on Re- 


organization Exchange 

Assets acquired for stock should be transferable to 
subsidiary of issuer without destroying nontaxable 
nature or reorganization. 


Sale of a Business 

(1) Where all assets of vendor are purchased and 
transferor is promptly liquidated, no gain 
should be recognized to transferor. 

(2) Where stock is acquired and assets are then 
taken over by prompt liquidation, transferee’s 
basis should be cost. 


. Net Operating Loss Carry-Forwards and Carry-Backs 


So-called economic loss limitations should be re- 
moved from statute. 


. Capital Gains and Losses (Corporations) 


Excess of net long-term losses over short-term gains 
should be allowed in full and carry-over provisions 
should be limited to excess of short-term losses over 
long-term gains. 


. Foreign Tax Credit 


(a) Statute should not bar refunds when foreign 
assessment is delayed. 


Not adopted* 


Not adopted 


Some recognition 
granted to these princi- 
ples 

Not adopted 


95% reduced to 80% 


Some important recog- 
nition given to these 
principles 


Recommended in Presi- 
dent’s Budget Message, 
but not adopted* 


Adopted 


Adopted 
Not adopted* 
Not adopted 


Adopted 


Adopted 


Adopted 


Adopted in part 


Not adopted* 


Adopted 


* Recommendation resubmitted (to Senate Finance Committee) on April 29, 1954. 
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XVII. 
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(b) Tax should not be imposed on earnings of for- 
eign branches until they are brought home. 


Consolidated Returns—2% Penalty Tax 
This should be eliminated. 


Deficiencies and Refunds 

(a) Interest rate should be reduced 

(b) Deficiency interest 
Refunds and deficiencies for the same year 
should be netted and interest computed on net 
amount. 

Interest on “‘potential” deficiencies should be 
eliminated. 

In cases of mixed deficiencies and refunds in- 
volving different years, principal should be off- 
set against principal and interest against in- 
terest. (Present method offsets principal of re- 
fund against principal and interest of deficien- 
cies. 

(c) Deficiency interest should be limited to period 
of assessment (disregarding waivers) plus the 
period following the issuance, if any, of a 90- 
day letter. Corresponding adjustment should 
be made in refund interest. Where claim is not 
filed until after the expiration of the ordinary 
statute, interest should start six months after 
filing of claim. 


Transferees 

(a) Statute of Limitations 
Commissioner has right to assess transferees 
beyond normal statute. Transferees’ rights of 
refund should run for the same extended pe- 
riods. 

(b) Deduction of Interest 
Transferees in tax-free reorganizations should 
be permitted to deduct all interest for which 
they are liable in respect of predecessor's taxes. 

(c) Other Deductions and Elective Rights 
Privileges and rights of transferor should move 
to transferee in tax-free reorganizations. 


Date for Final Declaration of Estimated Tax 
Date of filing should be deferred to January 31. 


Stamp Taxes 

(a) On Corporate Securities 
Language of section should be revised so as to 
make it plain that notes, unless with interest 
couponis attached or in registered form, are not 
included. 

(b) On Increase in Capital Stock Value 
Tax should not be imposed on mere increases 
in stated value unless the law clearly so states. 


Unpublished Rulings 

Bureau should publish all rulings which it regards 
as being important enough to circulate among its 
field offices. Purely private rulings should not be re- 
garded, by agents, as creating precedents or as pre- 
cluding them from considering points de novo. 


Review of Regulations 

Prior to issue of new regulations Secretary of Treas- 
ury should be required to consult with Joint Com- 
mittee. If latter believes regulations are not in ac- 
cordance with congressional intent it could then 
make appropriate recommendations. 


Deficiency and Refund Notices to Show Details of 
Interest Computation 


* Recommendation resubmitted (to Senate Finance Committee) on April 29, 1954. 


Adopted 


Recommended in Presi- 
dent's Budget Message, 
but not adopted* 


Not adopted 
Not adopted (EPT now 
expired ) 


Not adopted 


Not adopted* 


Not adopted* 


Not adopted * 


Adopted 
Substantially adopted 


Not adopted * 


Not adopted* 


Not adopted* 


Administrative rather 
than legislative problem 


Administrative rather 
than legislative problem 


Administrative rather 
than legislative problem 





Photo by Fabian Bachrach 
“Cost b infinitesimal when com- 
pared with the dependability and assur- 
ance furnished by using truly quality 
products. Any slight increase in costs, if 
any, is certainly far outweighed by the 
uniform excellence we are thus guaran- 
teed."” Bradford Bachrach, Vice President, 
Bachrach, inc. Member of the third generation 
of a famous family of portrait photographers. 


Your letterheads and records are exam- 
ples: The finest L. L. Brown paper constituting 
a letterhead and envelope costs less than 
the postage. The most durable L. L. Brown 
record paper adds but 1% to total accounting 
costs. Microscopic cost differences! Yet they 
insure prestige and quality in letters . . . and 
records which defy time and hard use. 

For 105 years, L. L. Brown papers have 
been the choice of discriminating executives 
whose correspondence must reflect them and 
their products and whose records are worth 
keeping. 

Your regular supplier knows L. L. Brown 
papers. Ask him to help you select those best 
suited to your needs. 





WRITE for FREE booklet .. . 


“How to Get Greater 
Service and Valve from 
Your Records and Letters”. 
Here is a reliable guide to 
selecting the right paper 
. «+ for recording or corre- 
spondence. 
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(=|PAPERS' 


SO MUCH EXTRA VALUE FOR 


SO LITTLE EXTRA COST 
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L. L. Brown Paper Co. B-4 
Adams, Mass. 


Please send me FREE copy of “How to Get Greater 
Service and Value from Your Records and Letters”. 
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Budget Installation Procedure 


(Continued from page 266) 


Sales Budget. This budget is the responsi- 
bility of the vice president in charge of 
sales in each sales division. The sales 
budget should include the number of units 
of each product to be sold, segregated by 
months, at anticipated selling prices. 

The sales budget is the most important 
single budget prepared. Almost all the 
other budgets are infiuenced by the in- 
crease, decrease or seasonal change re- 
flected in this budget. For this reason, it is 
essential that sufficient time be allotted for 
complete discussion. It is often desirable 
to have two groups working on the sales 
budget at the same time. One group is the 
head office sales or merchandising depart- 
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Is depreciation 
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@ Depreciation is an 
important and measur- 
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and taxes. Through 
property analyses and 
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the factor of variance 
in measuring deprecia- 
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ment and the second group is the field 
force or branch managers. When instruc- 
tions are sent to the field organization to 
prepare the unit sales budget by products, 
sufficient historical material should be in- 
cluded. First, a recap of the unit volume 
by individual products should be prepared 
for each month of the previous two years ; 
secondly, a forecast of the general eco- 
nomic outlook for the ensuing year should 
be included. 

When the unit sales budgets have been 
received from the branch managers, they 
should be totalled and compared, product 
by product, with the budget submitted by 
the head office sales or merchandising de- 
partment. This provides the sales execu- 
tive with an opportunity to compare the 
outlook in the field with the plans of the 
various home office product managers. The 
two sales budgets form a basis for discus- 
sion of sales policy for the coming year 
and at the same time they evaluate the 
progress each branch manager expects to 
make compared with his previous record. 
It also permits an evaluation of the effect 
of introducing new products regarding the 
need for additional salesmen, enlarged dis- 
tributor outlets, increased service and of- 
fice staffs, etc. 

When the sales budget finally reflects 
the plans of the vice president in charge of 
sales, it should be reviewed by the budget 
committee. After this has been accom- 
plished, the vice president in charge of 
sales should return a revised sales budget 
to each branch manager with a complete 
story on why certain changes were made in 
his budget and why new products have 
been added, old products discontinued, 
etc. With this explanation in his posses- 
sion, the sales manager will still feel re- 
sponsible for meeting the budget, despite 
the fact that it has been modified in some 
respects. 


Manufacturing Budget. This budget is the 
responsibility of the vice president in 
charge of manufacturing. 

The manufacturing budget will consist 
of an estimate of raw materials, direct la- 
bor and manufacturing expense, taking 
into consideration current inventories, 
plant capacity, an even flow of production, 
desired ending inventories and the avail- 
ability of raw materials and labor. 

The raw materials budget will include 
all the materials necessary to produce the 
budgeted sales volume and to maintain 
the desired inventories. The manufactur- 
ing department should determine the unit 
quantities of materials required and break 
these requirements down by months. When 
this budget is completed, it should. be re- 
viewed by the purchasing department and 
contact should be made with the various 
suppliers to get bids on the unit cost based 


on the budgeted quantity of raw materials 
required. 

When an average unit price has been 
determined, the purchasing department 
can price out the raw materials budgeted 
and return this estimate to the budget de- 
partment. The purchasing department 
should retain a copy of this budget for 
use in setting up preliminary delivery 
schedules of raw materials which will co- 
incide with the requirements of the manu- 
facturing department. With these as a 
basis of operation, the purchasing and 
manufacturing departments can meet and 
adjust their requirements from month to 
month as the year progresses. 

The labor budget should take into con- 
sideration any anticipated wage changes. 
This budget should also reflect seasonal 
variations in production and anticipated 
increases in sales volume which may re- 
sult in peak production periods despite the 
efforts of management to maintain an even 
flow throughout the year. If variations in 
the production schedule become apparent, 
the personnel department can be notified 
in advance to prepare for the hiring of 
additional skilled, semiskilled or un- 
skilled workers. This type of advance 
planning reduces the cost of attempting 
to secure a large factory staff on short 
notice. 

The manufacturing expense budget will 
consist of the factory’s departmental ex- 
pense budgets. These estimates can be pre- 
pared by the various factory department 
managers, using as a basis the historical 
records which will be submitted to them 
by the budget department at the time the 
request for their budget is made. In budg- 
eting expenses, consideration should be 
given to the increase or decrease in total 
production over the coming year, as well 
as the effect of seasonal fluctuations. 


Inventory Budget. This budget will be 
the responsibility of the director of mer- 
chandising. 

The inventory budget will be based on 
the minimum and maximum limit of fin- 
ished goods necessary at the plant and at 
the branches to meet anticipated seasonal 
sales volume, taking into consideration 
production scheduling, warehousing facili- 
ties, cost of manufacture, economic trends, 
probable shifts in selling prices, market 
conditions, etc. 

The inventory budget should also al- 
low for the disposition of obsolete items 
or prior year models which will be com- 
peting with a new line of merchandise. It 
is also the responsibility of the director of 
merchandising to prepare for a sufficient 
number of distributors to handle the vol- 
ume shown in the sales budget. 


Purchase Budget. This budget will be the 
responsibility of the director of purchases. 
The purchase budget will be based on the 
following budgets: 


1. The raw material purchase budget 
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will be based on the manufacturing | 
budget. 
2. The supplies purchase budget will 
be based on the manufacturing, branch 


$n 9% 
The equipment purhae budget wil | | 1O send a letter costs 0.92 but... 


be based on the capital expenditure 


budget. | «eehow much to receive one? 


In all instances, the purchasing depart- 
ment should request bids based on the 
quantity of material needed to fill the re- 
quirements of the approved budgets. As 
soon as these bids are reviewed, the budg- 
eted quantities should be priced out and 
the information sent to the budget depart- | Throw it away and it costs you 
meant. nothing. But keep it...and it probably 
Advertising and Promotion Budget. This | costs more than you first realize to route it ” 
budget will be the responsibility of the | to department heads, the Sales Manager, or to file. That is, if you 
director of advertising and promotion. it by ti : dated hods lik 
This budget will be based on past ex- route it by time-wasting, out-dated methods like messengers. 
perience, anticipated sales volume, plans 
for concentrated product and territorial 
sales effort, and management’s policy 


For example, assume that you handle a daily average of 4000 
pieces of incoming and intra-plant mail, and that average delivery 
for special promotions and new prod- time for each is 12 minutes. That’s a daily total of 800 piece- 
ucts. hours during which your paper work is bogged down in the 
In many ray a the advertising delivery process, beyond the reach of those who need it to work 
and promotion budget is a lump-sum | on...net result: too much waste time, too-high functional cost. 
ay on jer ga 50 a J sew of sales. Therefore, reduction of the time paperwork is in transit increases 
‘Pus Method has several disadvantages. your operational efficiency; personnel hours saved by modern 
First, it restricts a company to less adver- ; . 
BC pe ie ye methods of paper handling cuts your functional costs. Both of 
ising in a low-volume period. This is 
these advantages are available to you in one of the Lamson 


just the reverse of good business prac- ; : ; : 
tice. In periods of declining volume, Systems for Mechanized Paper Handling, whichever best suits 


larger advertising expenditures are | the needs of your organization. 
needed. Secondly, lump-sum budgeting 
makes no allowance for the distribution A Lamson Selective Vertical Conveyor System achieves maximum effi- 

B 3y2, ciency in floor-to-floor vertical distribution of paperwork in 


lie spam gare te oe ' be #g volume. The deep, roomy trays safely handle a pay load of 
ak ge : # 30 pounds and are automatically discharged at the desired 
Effective advertising budgets can best Se ea floor. One of the users listed below distributes more than 
be prepared by adopting a product-by- 1,000,000 pieces of mail monthly among the 33 floors of 
product analysis of monthly promotion his system. 
plans for the coming year. Each major 
product category should be reviewed | A Lamson Airtube System means greatest economy of operation in 
and the amount to be spent on news- | tee inter-floor, point-to-point transfer of mail, punch cards, 
papers, magazines, direct mail, radio, Bx: _— work sheets, laboratory samples, blueprints, even whole file 
television, etc., determined. When this » folders and their contents. Travelling at speeds up to 30 feet 
has been completed for each month of per second. Airtubes get the work where it is needed, when 
the new year, an estimate should be it is needed, at low cost. ; 
made for special promotions such as ox These Lamson Systems for efficient, Mechanized Paper 
Christmas, Easter, grand openings, an- Handling are profitably used by each of the organizations 


: ‘ ; eg Ree listed below. Why not investigate what the right one can do 
niversaries, etc. Upon completion of this | 5 : 
for you: * Management Methods 


work, the advertising department will February 1953 
have developed a well-rounded, well- 
thought-out program, in addition to 
supplying management with reliable 
figures that are based on the accepted 
sales budget. When this point has been 
reached, a company is well embarked 
on a coordinated budget program. 


Plants at Syracuse and San Francisco 
Offices in principal cities 


Lamson Airtube and/or Selec- , neo A on eee ee 75 
_ tive Vertical Conveyor Sys-y LAMSON CORPORATION \ 
_ tems are used by— y 3206 Lamson Street, Syracuse 1, N. Y. , 
Branch and Departmental Budgets. These United States Steel Co. j Gentlemen: 
budgets will be the responsibility of the | Dun & Bradstreet , Please mail me, without obligation, the illustrated I 
individual divisional supervisors de- Federal Bureau of Investigation case-history brochures, “Airtube on Target’ and 
: 1 ee Armour & Company “Selective Vertical Conveyors.” My requirements for § 
partment heads and branch Managerfs, in Celanese Corporation of America = mechanized paper handling would probably call i 
the factory and home office departments, Dow Chemical Company primarily for i 
and at the branches. B. F. Goodrich Company , (0 vertical transfer (] horizontal transfer [] a combination 
The branch and departmental budgets Babcock & Wilcox Tube Co. abies Title 


‘ : : Ford Motor Company 
will be projected on the basis of past oad mee soni j Company 


i 

1 

experience, taking into consideration an- Address. 
in 














monet City, Zone State 
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Budget Installation Procedure 


(Continued from page 289) 


ticipated sales volume, changes in de- 
partmental organization, proposed per- 
sonnel additions, salary increases, etc. 

Usually the largest single item of ex- 
ee in any departmental or branch 
udget is salaries. For this reason, a 
great deal of care should be exercised 
in setting up the data which will be re- 
viewed by the department head or 
branch manager. It is suggested that a 
schedule similar to the one described 
below be prepared. The columns across 
the top of the page will read as follows, 
from left to right: 


. Name of the individual. 
. Position or title. 

. Present salary 

. Date of last increase 

. Amount of last increase 


6. Salary range 
7. Date of proposed increase 
8. Amount of proposed increase 


The department head or branch man- 
ager will make recommendations for all 
salaries in his group, with the exception 
of his own. Proposals for additional 
personnel will also be entered. After the 
salary budget has been signed it should 
be reviewed by the next highest author- 
ity, the superintendent or division super- 
visor, the vice president, etc. At this 
time, any changes in salary recommenda- 
tions made by the Sg sage va head or 
branch manager can be discussed in a 
meeting which should include the de- 
partment head, his supervisor and the 
budget director. Upon the conclusion of 
this meeting, the vice president will 
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budget the department head’s salary. 
When all salary budgets have been ap- 
proved through the vice president level 
they are ready for review by the salary 
committee or president. It is at this level 
that the vice presidents’ salaries are 
budgeted. This procedure of working 
toward the top and obtaining successive 
approvals permits a complete salary re- 
view without any individual learning the 
recommended change in his salary. 

This system of budgeting salaries em- 
phasizes the need for a sound company 
policy, and leads to the elimination of 
inequalities in salaries paid to indi- 
viduals doing the same work. Many com- 
panies have clerical personnel on their 
pay roll who were hired for a few dol- 
lars per week 20 or 30 years ago. Over 
this period of time, these individuals 
have gradually increased their salaries 
to approximately $75 to $80 per week. 
When they see young people being hired 
at a figure which approximates their 
present salaries, the morale of the com- 
pany suffers. The adoption of a salary 
budget compels the personnel depart- 
ment to conduct a survey of job classifi- 
cations in the company area and estab- 
lish wage scales for all positions below 
the executive level. This includes, (1) 
minimum starting salaries, (2) the num- 
ber of steps between the top and bottom 
of the salary range, (3) the per cent of 
increase for each step, and (4) the maxi- 
mum salary permitted for each type of 
job. This permits the company to equal- 
ize the salaries of individuals doing the 
same type of work and at the same time 
reward employes for experience and 
efficiency. 

Many of the departmental expenses 
are not subject to great fluctuation and 
can be based on past experience. These 
include telephone and telegraph, sta- 
tionery, office supplies and printing, dues 
and subscriptions, etc. 

Other items such as pay roll taxes can 
be calculated. Items like travel and enter- 
tainment, conventions and meetings, 
etc., depend upon the activities planned 
for each department or branch during 
the coming year. 


Capital Expenditure Budget. This budget 
is the responsibility of the Board of Di- 
rectors and all vice presidents, division 
supervisors, department heads, and branch 
managers. The capital expenditure budget 
will be divided into three categories as 
follows: 


1. Land and buildings 
2. Plant and machinery 
3. Furniture, fixtures and equipment 


The budget on land and buildings will 
be based on current properties and any 
proposed changes in production, distribu- 
tion or permanent warehousing facilities. 
The budget on plant and machinery will 
be based on the manufacturing facilities 
necessary to maintain the desired quantity 
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of scheduled production. The budget on 
furniture, fixtures and equipment will be 
based on the requirements of each indi- 
vidual branch and department for efficient 
operation. Each of the three capital ex- 
penditure budgets will take into considera- 
tion current usable capital items, estimated 
number of new items, necessary replace- 


ments, purchase price of new items and | 


replacements, and the probable date of 
payment. 

It often happens that after reviewing 
the capital expenditure budget the com- 
pany management will appoint an appro- 


priations committee to approve any ex- | 
penditures in excess of an established | 


minimum. Another approach to this prob- 
lem is to have the budget department act 
as a check against wenesebben 1 capital ex- 
penditures, and any appropriation requests 


for items not in the budget or in excess of | 


the approved budgeted amount will be | 


referred to the president or appropriations 
committee. Adoption of this policy does 


much to provide recognition for the | 
budget program and emphasizes manage- | 


ment support. 


Financial Budget. This budget will be the | 
responsibility of the financial vice pres- | 


ident. 


The financial budget will include a fore- | 
cast of cash receipts, cash disbursements, | 
the profit and loss statement and the bal- 


ance sheet. 


The cash receipts budget will be based | 
on anticipated sales and other income | 


such as interest, rent, sale of fixed assets 
and securities, etc. The cash disbursements 
budget will be based on the purchase of 
raw materials, supplies and capital items, 
anticipated pay rolls, manufacturing, sell- 
ing, distribution and administrative ex- 
penses, interest expense, dividend pay- 
ments, commissions, bonuses, royalties, 
taxes, insurance, etc. 

The forecast profit and loss statement 
will be the accumulation of all the budgets, 


including sales, production, distribution, | 


administration and the provision for fed- 
eral taxes on income. The forecast balance 
sheet will be based on all the budgets and 
will include current and fixed assets, cur- 
rent and fixed liabilities, reserves and 
capital stock and surplus. 


CONCLUSION 
The foregoing provides a pattern for 
building an effective budget. It outlines 


a complete program and fixes responsibil- | 
ity with those who control the various | 


corporate activities. It can be adopted by 
both large and smail concerns for long- 
‘ range or short-term projections. This type 
of budgetary program is not difficult to 
install, provided it (1) enables operating 
personnel to budget their own activities, 
(2) provides individuals with the author- 
ity to carry out their planned objectives 
and (3) receives top management encour- 
agement and support. 
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Te’s all these reasons . 
Pandick” a guarantee of the finest and most complete printing service 
available. For over 30 years now, we’ve printed thousands of important 
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Reports, Proxy Statements and many others. 
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Committee Announced for Controllers National Conference 


Carl M. Blumenschein, controller and 
vice president, Container Corporation 
of America, Chi- 
cago, will serve 
as general chair- 
man forthe 1954 
Annual National 
Conference of 
Controllers In- 
stitute of Amer- 
ica to be held in 
Chicago October 
10-13 at the 
Edgewater Beach 
Hotel. 

Assisting Mr. 
Blumenschein will be the following mem- 


Moffett 


MR. BLUMENSCHEIN 


How to Avoid “Bloodshed” In Your Office 


All signs point clearly to a revolution in office 
procedure in the months ahead. 


Management is faced with a paradoxical 
problem. On the one hand, constantly-mount- 
ing clerical costs must be reduced. At the same 
time, increasing work loads make it out of the 
question to cut down on office personnel. It’s a 
situation that calls for revolutionary methods. 


Just as “‘push-button” techniques have in- 
troduced a new era in production, automatic 
methods through “mechanical brain’ equip- 
ment are providing the most practical means 
for slashing clerical costs and improving office 
procedure. 


Since 1933, Statistical Tabulating Company 
has been working with management in apply- 
ing the speed, efficiency and economy of 
mechanical facilities to clerical requirements. 
Today, this organization provides a service 


stc 


that utilizes the wonder machines and auto- 
matic techniques to revolutionize office proce- 
dure and reduce costs to a minimum. Through 
it, office loads are being re-appraised and re- 
aligned. Manual operations are giving way to 
mechanical tabulating. Machine accounting is 
opening new avenues of savings in time, 
personnel and money. 


No question about it—the automatic age in 
office operations is dawning, creating a blood- 
less revolution all over the country. The con- 
tinuing expansion program at STATISTICAL re- 
flects the faith of this organization in “‘push- 
button” techniques as the solution to excessive 
clerical costs and increasing work loads. 


SraTisTscav’s long experience is available to 
you in getting a quick appraisal of your clerical 
picture. It’s a situation that calls for action . . . 
now. That’s why it will pay you to talk over 
your problem with a SrarisTicaL methods 
engineer. Just phone or write the SraTIsTICAL 
office nearest you for an appointment at your 
convenience. No obligation, of course. 


STATISTICAL TABULATING COMPANY 


Established 1933 * 


NEW YORK 
89 Broad Street 
WHitehall 3-8383 


CLEVELAND 


CHICAGO 
53 W. Jackson Bivd. 
HArrison 7-4500 


NEWARK 
National-Newark Bidg. 


MArket 3-7636 SUperior 1-8101 


Michael R. Notaro, President 


ST. LOUIS 


411 No. Tenth St. 
CHestnut 1-5284 


1367 East 6th Street 
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bers and committee chairmen: 

Vice Chairman: Edward Tubbs, Inter- 
ternational Minerals and Chemicals Corp. ; 

Headquarters Representatives: Benjamin 
R. Makela and Arthur H. Wiedeman; 

Secretary: R. H. Tappendorf, Enterprise 
Paint Manufacturing Co. ; 

Arrangements: H. F. Walton, Allstate 
Insurance Company ; 

Business Show: T. G. Redman, Swift 
and Company ; 

Entertainment: P. J. Weber, The DoAll 
Company ; 

Finance: F. A. Curtis, Continental Ili- 
nois National Bank and Trust Company ; 

Housing: R. L. Carson, Illinois Agri- 
culture Association ; 

Industry Conference: G. W. Schwer, 
Standard Oil Company of New Jersey; 

Intercontrol Attendance: L. B. Bu- 
chanan, Chicago Mill and Lumber Co. ; 

Ladies Hospitality: L. J. Heidgen, Borg- 
Warner Corporation ; 

Program: H. W. Stein, A. C. Nielsen 
Cp.* 

Publicity: T. W. Bryant, The Cuneo 
Press, Inc. ; 

Reception: Wayne Irwin, The Pullman 
Company ; 

Registration: Edmund Burke, The First 
National Bank of Chicago; 

Speakers Hospitality: John W. D. 
Wright, International Harvester Co. 


Accounting Meetings Held 
The first annual symposium and dinner 
of the Federal Government Accounting 
Association of New York was held on 
May 20 and featured a panel discussion of 
“Contract Cost Principles.’’ Following the 
afternoon session, Edward A. Kracke, ‘e- 
tired partner of Haskins & Sells and past 
president of the New York State Society of 
Certified Public Accountants, spoke on 
“The Expanding Horizon for the Account- 
ant in Government.” 
e 


Don G. Mitchell, chairman of the Board 
of Sylvania Electric Products, Inc., ad- 
dressed the annual meeting of the New 
York State Society of Certified Public Ac- 
countants on May 10. Mr. Mitchell's sub- 
ject was ‘‘What Has Business a Right to 
Expect of the CPA? ” 





CONTROLLER-TREASURER 


Well-regarded, medium-sized midwest man- 
ufacturer of gas appliances is seeking an 
executive to direct control and. financial 
functions. Must be strong in manufactur- 
ing costs and cost controls and be an ex- 
perienced controller in metal manufactur- 
ing. We require a broad-gauged man, an 
administrator and management-minded ex- 
ecutive. Age 40-50. College training desir- 
able. Salary commensurate to specifications. 
Opportunity is unusually great as success 
in this position can lead to general manage- 
ment position. Your reply held in confi- 
dence. 


BOX D 2120—THE CONTROLLER 
One East 42nd Street, New York 17, N. Y. 
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FTC Studies Profits 

Profits of companies in 25 selected in- 
dustries for the years 1947-1952 com- 
pared with the prewar year 1940 have been 
announced in a recently released study 
made by the Federal Trade Commission. 
The report shows that profits in relation 
to stockholders’ investments were higher 
in 1952 than in 1940 in 14 of the 25 in- 
dustries. The most substantial increases 
were in bread, biscuit and crackers, pe- 
troleum refining, tires and since i 
and matches industries. 

Industries showing substantially lower 
returns in 1952 than in 1940 were: cig- 
arettes, cigars, wool carpets and rugs, 
soap, cleaning and polishing preparations 
and motor vehicle equipment. 

The report contains a comparison of the 
level of profitability of the four largest 
companies in industry with the rates of re- 
turn for all other reporting companies in 
that industry. 

During the post-war period, returns of 
the larger firms in each industry were gen- 
erally higher than those of the smaller 
corporations. In 15 of the industries, the 
large concerns tended to show a higher 
profit rate during the 1947-1952 period 
than the smaller reporting corporations. 
In six industries, profit rates during the 
post-war period tended to be higher in 
the small reporting firms than the large 
corporations. 

The report states that “the outstanding 
characteristic of the industrial groupings 
of the 516 corporations studied is a con- 
tinuation into the post-war period of the 
relationship of profitability which existed 
between the largest and smallest com- 
panies during the prewar period. If the 
larger corporations were more profitable 
than smaller firms in the prewar period, 
they continued to be more profitable in 
the post-war period; and if the reverse 
were true in the prewar period it con- 
tinued to be true in the latter period.” 

Rates of returns shown in the report 
were for the most part computed on the 
average stockholders’ investment at the 
beginning of each year. The stockholders’ 
investment consisted of the capital stock 
outstanding, paid-in or other capital sur- 
plus, earned surplus, minority interest in 
capital stock and surplus, and surplus re- 
serves, less reported appreciation. The 
net income represents the profit after de- 
ducting all normal and regular costs and 
expenses and after deducting federal in- 
come taxes. 


OteA 


This Electronic World 


An electronic “‘brain’’ that can be mass 
produced and will cost as little as $30,000, 
compared with $500,000 to $1 million for 
some large machines now on the market, 
was announced recently. 

The new machine is contained in a 
cabinet no larger than a normal office desk. 
The machine has an internal ‘‘memory”’ 
unit which stores such information as in- 
terest rates and logarithms. Two 12-digit 
numbers can be added in 2/2000 of a 
second. It will also subtract, multiply and 
divide. 


Foreign Tax Study 

Businessmen planning to expand their 
Operations abroad may be aided if the 
Harvard Law School is able to complete 
a projected study on the tax laws and ad- 
ministrative machinery of some 30 foreign 
countries. Many large corporations, in- 
cluding RCA, Coca-Cola, Standard Vac- 
uum, Vick Chemical, Standard Oil of New 
Jersey, Borden Company, and Standard 
Oil of California have already contributed 
the sums needed for the proposed series of 
reports. 

The Law School staff will examine all 
available sources of tax information and, 
in addition, will have access to reports on 
foreign correspondence and current data 
supplied from several concerns with opera- 
tions abroad. An advisory board, com- 
posed of leading U. S. tax counsels and 
corporate tax executives, will help formu- 
late and carry out the program. 


Department Store Profits 

Net profits for department stores in 
1953, at 2.4 cents on each dollar of sales 
after taxes, were unchanged from preced- 
ing year. Sales dollar volume, however, 
was up 1%. For specialty stores, earnings 
after taxes were 2 cents for each sales dol- 
lar compared with 2.2 cents the previous 
year. Specialty sales volume was down 1% 
from 1952. Mark-downs for department 
stores rose from 6.2% on sales in 1952 to 
6.3% in 1953; for specialty stores the 
change was from 7.3 to 8.1%. 

Other items disclosed in a survey by 
the National Retail Dry Goods Associa- 
tion were that the cost of handling the 
average transaction in department stores 
rose to $1.51 in 1953 from $1.43 in 1952. 
In specialty stores, costs increased to $4.60 
in 1953 from $4.46 in 1952. 
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Long-Term Leases 

According to a recent survey of the 
American Institute of Accountants, of 
some 600 corporate annual reports studied, 
154 disclosed the existence of long-term 
leases. The total of life insurance company 
investments in commercial and industrial 
rental properties grew from $80 million in 
1946 to almost $1 billion by the end of 
1952, it was pointed out recently by Fred- 
erick J. Muth, assistant controller of Arm- 
strong Cork Company, in the course of an 
address to a special conference on capital 
equipment replacement. 


Individuals’ Savings in 1953 

During 1953 individuals in the United 
States saved $13.6 billion in liquid form, 
according to estimates of the Securities and 
Exchange Commission. This rate of liquid 
saving was almost the same as in 1952, 
the highest since 1946. 

While the total was unchanged from 
1952, there were several differences in the 
composition of liquid saving, the most 
important being a sharp rise in securities 
investments, a reduction in individuals’ 
checking accounts, and lower saving in 
the form of government insurance and 
pension reserves. Despite variations in 
some of the components, however, the 
underlying trend toward larger saving in 
the more permanent type investments con- 
tinued in 1953. Ownership of savings and 
loan shares and equity in private life in- 
surance rose by a record amount, while 
the additions to time and savings deposits 
in banks were about equal to that added in 
1952. 

Individuals’ net purchases of securities 
in 1953 amounted to $6.5 billion, in- 
cluding $3.4 billion of corporate bonds 
and stocks, $1.8 billion of state and local 
government securities and $1.3 billion of 
U. S. Government issues. Approximately 
one-third of the net purchases of corporate 
securities was in the form of corporate 
pension funds. State and local investments, 
reflecting the substantial volume of tax- 
exempt offerings, were double those for 
1952. 

Holdings of currency and bank deposits 
by individuals increased in 1953 by $4.4 
billion, with most of it accounted for in 
time and savings deposits. A record $3.7 
billion in purchases of shares in savings 
and loan associations was also noted. 
Savings of $8.3 billion in the form of in- 
surance were broken down into $5.1 bil- 
lion in private insurance and $3.2 billion 
in government insurance and pension re- 
serves. 

The mortgage debt of individuals rose 
by $6.5 billion in 1953, slightly more than 
that noted for the previous year. Other con- 
sumer indebtedness, incurred mainly for 
the purchase of automobiles, increased by 
$2.8 billion in 1953, $1.0 billion less than 
the 1952 credit expansion. 


= aS ae JUNE 1954 












293 








Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


PROMOTIONS ... 

Tolman G. Everett (#4991-1950), comptroller 
and secretary, Victor Chemical Works, Chicago, 
succeeds William D. Webster, who is retiring 
after 38 years’ service, as vice president in 
charge of finance. . . . Herbert A. Flodin, as- 
sistant comptroller, is now comptroller and 
Fred W. Hansen, assistant secretary, has been 
assigned the duties of secretary relinquished by 
Mr. Everett. Mr. Webster will continue as a 
member of the Board of Directors. 

Jokn E. Griffith (#5065-1951), vice president 
and assistant treasurer, Phoenix Title and Trust 
Company, Phoenix, Arizona, is now vice presi- 
dent and treasurer. Mr. Griffith was the 1953-54 
president of the Phoenix Control of Control- 
lers Institute. . . . John F. Bockelmann (#2685- 
1943), vice president and treasurer, The F. & 
M. Schaefer Brewing Company, Brooklyn, 
N. Y., was made a senior vice president. .. . 
John D. Andersen (#1736-1940), controller, 
Marshall Field & Company, Chicago, recently 
elected a vice president. 

Sidney J. Stacey (#3991-1947), comptroller, 
California Texas Oil Company Ltd., New 
York, to assistant to the president... . 
James M. Heppenstall (#3941-1947), treasurer 
and comptroller, Birdsboro Steel Foundry & 
Machine Company, Birdsboro, Pa., to vice 
president and treasurer. . . . H. Louis Thomp- 
son (#5890-1953), comptroller, the Lehigh 
Coal & Navigation Company, Philadelphia, 
Pa., to vice president and treasurer. 


NEW CONNECTIONS... 

Ralph S. Webster (#3822-1947) is now senior 
systems analyst, Collins Radio Company, 
Cedar Rapids, Iowa. ... James J. McAuley 
(#1554-1939), formerly division controller, 
The Kroger Co., Cincinnati, is now control- 
ler, The Auto Sun Products Company, of the 
same city. . . . Leroy A. Carlson (#3499-1945), 
formerly controller, The Hills Brother Com- 
pany, New York, has been appointed comp- 


ee 


troller, Medical-Surgical Plan of New Jersey, 
Newark, N. J. 

M. E. Hardaker (#2390-1943) is now gen- 
eral merchandising manager of the Fahy 
Store in Rome, Ga. He was formerly affiliated 
with Zollinger-Harned Co., Allentown, Pa., 
as vice president and general manager... . 


MR. GRIFFITH 


R. J. Barrett, Jr., (#6107-1953) is administrative 
director, Computer Systems Division, The 
Ramo-Wooldridge Corporation, Los Angeles, 
Calif. He was formerly secretary-treasurer, 
Leach Relay Company of the same city. 


ADDITIONAL DUTIES FOR... 

John Drury (#2314-1942), comptroller, C-O- 
Two Fire Equipment Co., Newark, N. J., 
now comptroller of Pyrene Manufacturing 
Company as well. . . . Albert Steg (#2368- 
1942), controller, Borg-Warner Corporation, 
Chicago, Ill., now treasurer and controller. 
. . . F. Warren Cooper (#566-1935), comptrol- 
ler, Public Service Electric and Gas Com- 
pany, Newark, N. J., recently elected vice 
president and comptroller. . . . William A. 
Oberholtzer (#5641-1952), controller-treasurer, 
Black,. Sivalls & Bryson, Inc., Kansas City, 
Mo., now secretary-treasurer and controller. 


sea 


CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y., 
before the first of the month to affect the following month’s 
issue. For instance, if you desire the address changed for 
your August issue, we should be notified of your new ad- 
dress before July 1. Be sure to include your postal zone as 
well as your old and new address. 
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MR. ANDERSEN 


James W. Shields (#4625-1949), treasurer, 
Judd & Detweiler, Inc., Washington, D. C., 
appointed executive vice president and 
treasurer and member of the Management 
Council. . . . George C. Riegger (#3607- 
1946), treasurer, Chicopee Manufacturing 
Corporation, New Brunswick, N. J., named 
executive vice president and treasurer. 


OVER THE BORDER... 

George F. Plummer (#4477-1949), assistant 
general manager, Dunlop Tire and Rubber 
Goods Company, Limited, Toronto, Ontario, 
Canada, was recently elected a director. He 
is past president of the Toronto Control of 
Controllers Institute, 1950-51, and chairman 
of the national Committee on Canadian Af- 
fairs, 1953-54... . A. R. MacCallum (#5312- 
1951), comptroller, Standard Sanitary & 
Dominion Radiator Ltd., Toronto, Ontario, 
Canada, has been appointed vice president- 
finance. He was a director of the Toronto 
Control, 1953-4, 


NEW DIRECTORS... 

Herbert P. Buetow (#720-1936), president, 
Minnesota Mining & Manufacturing Com- 
pany, St. Paul, Minn., named to Board of 
Chicago & North Western Railway... . 


MR. EVERETT 


Milo F. Snyder (#3161-1944), vice president of 
Loewi & Co., Milwaukee, Wis., elected to 
Board of Clark Oil & Refining Corporation. 
Mr. Snyder is president-elect of the Milwau- 
kee Control of Controllers Institute for the 
coming term, 1954-55, having served as 
second vice president of the Control, 1953-54. 
. . . Wayne C. Marks (#3374-1945), vice presi- 
dent for Operating Services, General Foods, 
White Plains, N. Y., was one of four to fill 
newly created posts on the expanded Board 
of Directors of the company. 


SPEAKERS ... 

Ralph A. Martin (#3740-1946), controller of 
the Standard Oil Company (Ohio), Cleve- 
land, presented the opening paper at the 
Eighth Annual Conference of Accountants 
at the University of Tulsa, April 29. Mr. Mar- 
tin has served as vice president of the Cleve- 
land Control of Controllers Institute, 1953- 
54, and was recently elected president of the 
Control for the coming term, 1954-55. He is 
a member of the Institute’s National Com- 
mittee on Federal Taxation. In 1952 Mr. Mar- 
tin served as general chairman of the financial 
and accounting committee of the American 
Petroleum Institute. 

James B. Fenner (#1416-1939), vice presi- 
dent and comptroller, Electric Auto-Lite 
Company, Toledo, Ohio, will be heard at the 
convention of the National Machine Account- 
ants Association to be held at the Hotel 
Statler in Cleveland, June 16, 17, and 18. 


Hans C. Todt (#3663-1946), comptroller, 
Bristol Laboratories Inc., Syracuse, N. Y., 
took part in the Executive Controls Confer- 
ence sponsored by the Syracuse University 
on May 12. Mr. Todt spoke on “Management 
Planning and Control in Action” at a morn- 
ing session and was a member of the Con- 
trollership Workshop Panel at an afternoon 
session. 












GrorGE H. Hess, Jr., former comptroller, 
Great Northern Railway Company, St. Paul, 
Minn., died on March 22, 1954 at the age of 80. 
He was associated with Great Northern from 
1916 until his retirement in 1946. 

In addition to his many activities in the rail- 
road accounting groups in which he held office, 
Mr. Hess held membership #23-1931 in Con- 
trollers Institute as one of the charter members. 
After resignation and reinstatement in 1934, he 
held certificate #357 until 1946. His activities 
in the Twin Cities Control of Controllers Insti- 
tute, of which he was a charter member, in- 
cluded vice president, 1938-1939; president, 
1939-1940; and directorship from 1936-1945. 
After his retirement he was asked to hold an 
honorary post as secretary and treasurer of the 
Control, 1947-1948. 

On the national level he served as a member 
of the Ethics & Professional Standing Commit- 
tee, 1940-1942, and became chairman of the 
Committee, 1942-1946. He was active as a mem- 
ber of the Institute’s Research Council, 1934- 
1937, and its successor, the Committee on 
Technical Information and Research, 1937-1938, 
1938-1939, 1945-1946, as well as the Commit- 
tee on Education, 1945-1946. He was one of the 
13 trustees who signed the original Articles of 
Incorporation of Controllers Institute on De- 
cember 31, 1931. 


NICHOLAS DE JURENEV, 49, comptroller of 
the American and Foreign Power Company and 
vice president and director of the Ebasco Inter- 
national Corporation, both of New York City, 
died on April 29, 1954. Mr. de Jurenev was as- 
sistant to the vice president, foreign department, 
Chatham Phenix National Bank and Trust Com- 
pany from 1926-1929; assistant manager of the 
Paris office of Lee, Higginson & Company, 1929- 
1932; and practiced public accounting until 
1945 when he joined the American and Foreign 
Power Company. 


ERNEST G. KELLETT, secretary and assistant 
treasurer of Northern States Power Company, 
Minneapolis, Minn., died on April 9, 1954 fol- 
lowing a heart attack. He was 66 years of age. 

Born in Ulverston, Lancashire, England, Mr. 
Kellett joined his company shortly after com- 
ing to this country in 1911, working as a book- 
keeper in Fargo, N. Dak. He was successively 
appointed accountant, auditor, supervising audi- 
tor, assistant general auditor, assistant secretary, 
assistant treasurer and general auditor. He was 
elected secretary in 1949, his title becoming 
secretary and assistant treasurer. 

Mr. Kellett held membership certificate #857- 
1936 in Controllers Institute of America and 
served as president of the Twin Cities Control, 
1945-1946. 


RALPH B. KNoTT, 55, vice president and 
treasurer, Fibreboard Products, Inc., passed 
away on April 30, 1954 in San Francisco, Cali- 
fornia. Mr. and Mrs. Knott had attended a meet- 
ing and were in the Whitcomb Hotel lobby soon 
after when Mr. Knott collapsed and was dead 
when aid arrived. 

He was very active in the affairs of the San 
Francisco Control of Controllers Institute, in 
which he held membership #1405-1939. He was 
a director for several years and for the past two 
years was a vice president. He served as pro- 
gram chairman for the 1953 Pacific Coast Con- 
ference and for the 1949 Annual National Meet- 
ing. He was also a past president of the San 
Francisco Chapter of the National Association 
of Cost Accountants and was recently elected 
a national director of the organization. 

Before joining Fibreboard in 1948 as con- 
troller, Mr. Knott was affiliated with the fol- 
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lowing companies: 1917-1939, Eastern Corpora- 
tion, Bangor, Maine, as assistant controller; 
1939-1941, Raytheon Production Corporation 
and Raytheon Manufacturing Company, Wal- 
tham, Mass., as controller; 1941-1943, Interna- 
tional Minerals & Chemical Corporation, Chi- 
cago, as comptroller; and from 1944-1948, Mc- 
Kinsey & Company and McKinsey, Kearney 
Company, San Francisco, as management con- 
sultant. In 1949 he was elected to a newly cre- 
ated position of vice president in charge of Fi- 
nance in Fibreboard and in 1952 assumed the 
title of vice president and treasurer of the com- 
pany. 


THomMaAs M. McDeERMoTT, 69, secretary and 
treasurer, Hickok Manufacturing Co., Inc., 
Rochester, N. Y., died on April 2, 1954 after a 
few days’ illness. 

Mr. McDermott joined Hickok in 1925 as 
office manager. He became assistant secretary 
and treasurer in 1939 and in 1948 became secre- 
tary and treasurer. 

He was a past president of the Rochester 
Control of Controllers Institute, 1943-1944, in 
which he held membership certificate #1070- 
1937, and a former director of the local chapter 
of the National Association of Cost Account- 
ants. 


Liroyp D. McDONALD, 60, executive vice 
president, Warner & Swasey Co., Cleveland, 
Ohio, died of a heart attack at his home on May 
15, 1954. 

Mr. McDonald joined the credit department 
of Warner & Swasey in 1918 and was advanced 
successively to the positions of credit manager, 
assistant treasurer and vice president and in 
1950 became executive vice president. He had 
been a director of the company since 1936. He 
was also a director and vice president of the 
Sterling Foundry Co. of Wellington, Ohio, and 
a director of the Osborn Manufacturing Com- 
pany and the Rotor Tool Co. 

Mr. McDonald held membership #733-1936 
in Controllers Institute of America and served 
as president of the Cleveland Control, 1939- 
1940; as a national vice president of the Insti- 
tute, 1942-1944; a national director, 1942-1945; 
and a trustee of Controllership Foundation, 
1945-1949, 


RAYMOND A. Morris, 46, vice president and 
secretary of Dominion Foundries & Steel Lim- 
ited, Hamilton, Ontario, Canada, died on April 
14, 1954 after an illness of five days. 

For the past two years Mr. Morris had served 
as a member of the Board of Directors of the 
Hamilton Control of Controllers Institute of 
America in which he held membership certifi- 
cate #5092-1950. 


Cover B. NEWMAN, treasurer and member of 
the Board of Directors of the Crown Cork and 
Seal Company, Baltimore, Md., died at the age 
of 55 on May 12, 1954. He had been with the 
company since 1937. 

He was a past president of the Baltimore Con- 
trol of Controllers Institute, 1951-1952, and 
held membership certificate #1773-1940. 


(Word has just been received) 


Joun E. ScuLty, 53, vice president in charge 
of Finance, Bostitch, Inc., Westerly, R. I., died 
on February 5, i954. Mr. Scully joined Bostitch 
as an accountant in 1924, and soon assumed the 
duties of office manager and was named comp- 
troller in 1937. In 1946 he was elected treasurer 
and in 1951 he was elected vice president in 
charge of Finance. He held membership certifi- 
cate #5742-1952 in Controllers Institute. 
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*OPPORTUNITIES* 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 


} 
| 
| 
| 


number. Closing date 10th of preceding month. | 


Address box number replies to THE CON- 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





CONTROLLER 
ASSISTANT CONTROLLER 


Heavy experience in cost accounting, budgets, | 
systems and methods, management controls, | 


cost reduction, production and inventory con- 
trols, and distribution cost analysis. C.P.A. 
and controllership experience. 


University | 


graduate major in accounting. Age 35. Salary | 


$10,000.00. Box 2078. 


TAX MANAGER 
of large multiplant manufacturing company 
operating in 20 states and also in foreign 
countries seeks similar position with a large 
corporation. LLB and BBA degrees. Ten 
years’ experience as top corporate tax execu- 
tive. Box 2118. 


CONTROLLER 
ASSISTANT TREASURER 


Financial officer of electrical machinery manu- 


facturer. Over 20 years’ experience in installa- | 


tion and administration of cost and general 
accounting, tabulating and incentive systems; 
reports, taxes, renegotiation, credits, office 
management. Age 44; university education. 
Salary $13,000.00. Box 2119. 


CONTROLLER 
For past eight years corporate controller for 


multidivision automotive parts company with | 


$30 million sales. Training, experience and 
record of accomplishments conform with the 


high standards of controllership. Desire to | 
locate in Detroit or lower Michigan. Box | 


2121, 


ASSISTANT TO MANAGEMENT 
CALIFORNIA—CPA 


member AIA, 39, four years and presently as- | 


sistant controller multiple unit marketing or- 
ganization; five years national 
(senior). Box 2122. 


ACCOUNTING SUPERVISOR- 
TAX ACCOUNTANT 
CPA BS degree, mid-thirties. Eleven years’ 
diversified public and private experience. 
Seeks career opportunity with progressive in- 
dustrial corporation. Minimum 
Box 2123. 


EXECUTIVE ACCOUNTANT 
CONTROLLER OR ASSISTANT 


CPA firm | 


$9,000.00. 


As controller restored manufacturing corpora- 
tion under Chapter XI to successful organiza- | 


tion. Ability to convey and achieve desired re- 
sults. Eight years’ experience in accounting, 
four as controller. Wharton B.S. in Economics 
and M.B.A. Age 34. Married, no dependents. 
Relocate. Box 2124. 





NOTE: Tue CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 


sponsibility for the people contacted through this col- | 
umn nor does it guarantee any item bought or sold. 


Tax-free Giving by Industry Lags | 


Few large corporations take advantage 
of the tax-free giving clause of the 1936 
Revenue Act, according to a recent story 
by William M. Freeman in the New York 
Times. This provision of the Act permits 
a corporation to disburse 5% of net in- 
come for various charitable causes without 
tax payment. 

It is reported that the expenditures ex- 
pressed as a percentage of net income have 
on the average been less than 1% with the 
exception of 1945. In that year corporate 
taxes and profits shot up as a result of 
World War II and expenditures rose to 
1.2% of net income. 

The relatively minor use of philan- 
thropic opportunity by corporations con- 
trasts sharply with the enormous expansion 
of nonprofit foundations in both growth 
and numbers during the same period. 


Factors contributing to the low rate of 
corporate giving include: 


1. The general decline in industrial 
activity in the expectation of lower 
profits. 

. More importantly, the easing of cor- 
porate income taxes and especially 
the excess profits levy. 


A direct relationship is traced over the 
years since 1936 between the level of cor- 
porate taxes and the volume of such gifts. 
A somewhat less direct link exists between 
corporate profits which are affected by 
other factors, in the amount of giving. 

The decision in any corporation as to 
how best to disburse funds under the 5% 
provision is exceedingly complex. The 
American Management Association states 


TAX-FREE GIVING 


Net Corporate 
Income Before 
Taxes (Millions) 


Expenditures 
As Percentage of 
Net Income 
(per cent) 


Tax Exempt 
Corporate Expendi- 
tures Under 5% 
Provision (Millions) 





$ 7,356 
7,387 
3,700 
6,766 
8,957 

16,391 
23,150 
27,978 
26,538 
21,405 
25,407 
31,664 
31,664 
28,317 
42,613 


0.41 
0.45 
0.73 
0.46 
0.42 
0.35 
0.42 
0.57 
0.88 
1.24 
0.84 
0.76 
0.69 
0.79 
0.59 


266 
214 
241 
239 
223 
252 


Source: Compiled by National Planning Association from Bureau of Internal Revenue data. 


There has been an increase in total cor- 
porate giving but the proportion of gifts to 
the total of net income has remained con- 
sistently low. 

A table prepared for the National Plan- 
ning Association’s ‘Manual of Corporate 
Giving’ shows little advantage taken of 
the provision in the law from the outset. 


that hundreds of large corporations have 
special departments that do nothing but 
weigh requests for funds and make recom- 
mendations or decisions. When corpora- 
tions do make a gift they tend to keep it 
secret, except on the tax returns, for on 


of a flood of requests from would-be bene- 
ficiaries. 
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cut business 
costs 


A “‘storehouse”’ of information, this rapidly spinning 
cylinder is known as a magnetic drum. It is the vital 
unit of one of the latest cost-cutting electronic devel- 
opments for business . . . IBM’s ‘‘650.”’ 

In less than ninety seconds, a businessman can 
“fire’’ onto its surface as many as 20,000 figures—all 
of them important to his business. The machine then 
can refer to these figures, replace or erase them in a 
tiny fraction of a second. 

The ‘650’ is an electronic file for business data 
that also does its own file searching and processing 
of the data. including the most complex calculations, 
at tremendous speeds. 

By eliminating the need for so many paper records 
and by consolidating accounting routines, the ‘650’ 
reverses the trend to increasing paperwork in busi- 
ness. It increases the automatic production of bills, 
statements, notices, checks, payrolls, reports, analyses 
and other accounting information. The result: 
LOWER business costs. 





IB World’s Leading Producer of 
ace Electronic Accounting Machines 








INTERNATIONAL BUSINESS MACHINES e 590 MADISON AVENUE e NEW YORK 22, N.Y. 





Vacuum Cleaner 
‘‘no dust bag to empty” 


“ Sfational Accounting Machines save us *27,537 a year... 
return 141% annually on our investment.” 


“Since we manufacture as many as 200 
different and highly complicated prod- 
ucts as well as vacuum cleaners under 
the same roof at the same time, we need 
an unusually flexible system of account- 
ing control for sound operation. 
“After careful comparison with other 
accounting systems, we decided that the 
National System was best suited to the 
complexities of our accounting prob- 
lems. National Accounting Machines 
have exceeded our most optimistic ex- 
pectations and proved to be a most 


profitable investment. They save us 
$27,537 a year which repays their cost 
every 8'2 months — an annual return 
of 141% on our investment. 

‘‘We use Nationals for Accounts 
Receivable, Accounts Payable and Dis- 
tribution, Payroll, Union Reports, 
Quarterly Reports, W-2’s and a wide 
variety of other accounting jobs.” 


Jiloy biug f- 


President 


—LEWYT CORPORATION, Brooklyn, N.Y. 
“Manufacturers of precision electronic 
and mechanical equipment.”’ 


In all sizes and kinds of business, Nationals 
pay for themselves out of the money they 
save, then continue savings as annual profit. 
National's exclusive combination of features 
does up to % of the work automatically, and 
what machines do automatically operators 
cannot do wreng. Operators are happier, too, 
because their work is made easier. Your 
nearby National representative will gladly 
show how you can SAVE with Nationals. 


*TRADE MARK REG. U.S. PAT. OFF. 
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